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BUSINESS TROUBLES MUST BE SHARED. 





No calamity of general proportions can assail any 
business without affecting adversely the interests of all 
employed therein whether they deserve to suffer or 
not. Community of interest makes this inevitable. 
Modern industry is an organism and disease or disaster 
in any of its parts causes sympathetic pain throughout 
the whole Business troubles must be shared even by 
those not culpable or responsible. This is the demo- 
cratic law of co-operation. The loss must and will be 
distributed, in a variety of ways, in greater or less 
degree, upon all. Therefore, while all may not be 
responsible in the first instance, upon all rests the 
duty of effecting a cure. Each must cheerfully bear 
his share of loss and each contribute the power of his 
might to restoring health and vigor to the organism of 
which he is a part. 
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To the Policyholders of the NEW YORK LIFE INSURANCE CO. 


On behalf of the Board of Trustees, I submit a Balance Sheet of this Company as of December 
31, 1905, prepared after a full audit of our books and accounts and certified to by 
Messrs. Price, Waterhouse & Co., and Haskins & Sells, Chartered and Certified Public 
Accountants. We publish this for your information, and in order that you may know 
on impartial, critical, and expert authority exactly what the condition of the Company 
is. The Board wishes me especially to call attention to these facts: 

FIRST.—That the assets have been verified and are certified to be worth $438,788,015.39, 
This exceeds the value claimed by the Company in its annual statement issued as of the 
same date. 

SECOND.—That the surplus for dividends and contingencies exceeds the same item in the Com- 
pany’s annual statement, issued as the same date. 

THIRD.—That the Company’s management is sound and that its books and records are well 
and accurately kept. 

This balance sheet cannot be qualified or modified in any respect. It contains the information 
you have been waiting for. The Board of Trustees presents it as evidence of the general 
efficiency and integrity with which your interests have been managed. 


New York, June 1, 1906. ALEXANDER E. ORR, President. 
PRICE, WATERHOUSE & Co,., OFFICE OF HASKINS & SELLS. 
CHARTERED ASCOUNTANTS THE PUBLIC ACCOUNTANTS CERTIFIED PUBLIC ACCOUNTANTS 


(54 WILLIAM ST., NEW YORK.) (30 BROAD ST., NEW YORK.) 


NEW YORK LIFE BLDG 
346 BROADWAY 


New York, May 15th, 1906. 
In re NEW YORK LIFE INSURANCE COMPANY 


THOMAS P. FOWLER, Esq., 
Chairman Special Committee of the Board of Trustees of 
The New York Life Insurance Company, New York City. 

We have audited the books and accounts of the New York Life Insurance Company, both at its 
Home Office and its principal Domestic and Foreign Branches, for the year ending December 3ist, 
1905, and have prepared therefrom the following Balance Sheet and Insurance Account. 

We have verified all the Assets of the Company and, after providing sufficient Reserves for 
possible losses, find that on December 31st, 1905, the total Assets amounted to $438,788,015.39, 
and are fully worth that sum. 

We have tested the clerical accuracy of the Insurance Reserve as certified by the Actuary of the 
Company, which amounts to $379,151,063.70, and exceeds that required by the Insurance Department 
of the State of New York by the sum of $7,201,720.00; and having made a provision of $5,589,755.00 for all 
other Liabilities, we find that there was on December 3ist, 1905, a balance of $54,047,176.29 availabe for 
Dividends on Participating Policies (including Deferred Dividend Policies at the end of their several] 
accumulation periods), and for Contingencies. This balance exceeds that claimed by the Company in 
its Annual Report for 1905. 

The general administration of the Company is well organized, its management is sound, its 
business methods and system of collecting premiums are effective and economical, and its books 
and records are well and accurately kept. 

And WE HEREBY CERTIFY that the following Balance Sheet correctly sets forth the true finan- 
cial condition of the company at December 3ist, 1905, and that the accompanying Insurance Account 
for the period described therein is correct. 


HASKINS & SELLS, 
Certified Public Accountants. 


By ELIJAH W. SELLS, C. P. A. 


PRICE, WATERHOUSE & CO., 
Chartered Accountants. 


By A. LOWES DICKINSON, F.C. A.; F. I. A.; C. P. A. (IIl.) 


BALANCE SHEET, DECEMBER 31, 1905. 


ASSETS Re-insarance Losses and 











| INTEREST AND RENTALS D — 
REAL ESTATE—Office Building $11,929,544.00 | EREST A} NTALS Due 
Other Real Estate - ° 1,907,332.00 | and Acwracd and Tansee 
SECURED LOANS - 978/988,818.30 aid in Advance 2,916,286.58 
BONDS - - - »844,150. 88 
CASH—In Banks and Trust Comp- $438,7 -015.39 
anies - 10,682,699,.82 
Branch Offices - - a yen LIABILITIES 
On deposit on special terms 1 
Obligatory Deposits with For. . 9 ~--¢ Fo ogee taka “mS 
t os —s . . aeeee State of New York 371,949,343.70 
ro Hand a = Additional Reserve as com- 
. an he i 308,475.65 uted by the Company 7,201,720.00 
WAL PREMIUMS in “we” | CURRENT LIABILITIES - 5,589,775.40 
RENE f onthe map RESERVE for distribution to 
co SS. participating policies (in- 
collected and not reported 3,531 ,287.00 cluding Deferred Divi- 
AGENTS’ BALANCES and Mis- dend Policies at the end 
cellaneous Advances of their several accumula- 
Agents’ Advances $1,798,652.61 tion periods) and for 
Less— Reserves 798,652.61 $1,000,000.00 Geutinmenetes . 54,047.176.29 
Sundry Agency Balances 58,075.62 8 047,176. 











Miscellaneous Deposits 7,871.57 $438,788,015.39 
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DIFFICULT ADJUSTMENT PROBLEMS AT SAN FRANCISCO. 


Division Between Companies as to Method—Antagonism of the Insured Complicates 
Matters — How Settlement Will Finally Be Made. 


The problem which has loomed up 
large in San Francisco is methods of 
adjustment. Between impecunious 
companies on the one hand and the 
greed of the insured upon the other. 
there has arisen an almost hopeless 
condition of uncertainty. But the play 
of one human interest against another 
has latterly tended to bring about that 
normal condition which might have 
existed at the start had both sides been 
more disposed to consider the just in- 
terests of the other. 

Later insurance reports from San 
Francisco put the insurance loss at 
$175,000,000, and natural instincts of 
conservatism in the strong companies 
and self-preservation in the weak, has 
led all to stand for the adjustment of 
losses strictly within the full protec- 
tion afforded by the contract. No 
company can well do otherwise. It 
can pay only ‘‘dollar for dollar’’ of 
justly ascertained liability; no more, 
no less. 

Even in the case of companies whose 
losses are comparatively light, and 
who at first were disposed to boast of 
their ability to be generous, the mat- 
ter of precedent in settling these San 
Francisco claims becomes of the ut- 
most importance. No company, in 
view of the possibilities which face it 
in other parts of the country, can af- 
ford to waive earthquake or any other 
damage not covered in the contract. 
Every company is equally concerned 
in having it definitely understood that 
it is not liable for earthquake damage, 
and will not pay for the same. 

The General Adjustment Bureau 
formed in San Francisco offered the 


most systematic method of handling 
the situation, but the peculiar condi- 
tions growing out of uncertainty as to 
liability, caused a division among the 
companies which for a time threatened 
the organization. A vote was taken in 
which the majority of companies stood 
for a deduction of 25 per cent. from 
the face of policies to cover earthquake 
damage where said damage could not 
be definitely ascertained, said deduc- 
tion to be made for cash payment of 
the insurance money. A minority of 
the companies refused to accept this 
decision and announced a purpose to 
adjust each loss upon its merits. Lists 
purporting to contain the names of 
companies voting upon each side of 
the question have been widely pub- 
lished. 

In forming an opinion on this mat- 
ter we must recognize that a company 
may upon ethical grounds act in pre- 
cisely the same way in which another 
company would act whose attitude 
was dictated solely by expediency. 
What we mean is that a company 
might vote, as some have done, to 
make a flat deduction of 25 per cent., 
even though it were able to pay the 
full face of the policy. Indeed there 
are companies voting in this way 
whose officers and managers are just 
as upright and honorable in every way 
as the officers and marmagers of com- 
panies which voted upon the other 
side. 

Furthermore the registration of this 
vote furnishes no indication as to sol- 
vency. There are companies believed 
to be insolvent which voted upon both 
sides; there are companies believed to 
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be solvent which voted upon both 
sides. No doubt most of the finan- 
cially weaker companies voted in 
favor of the 25 per cent. deduction, 
while those financially stronger voted 
against it. But this initself would 
afford no indication of higher finan- 
cial honor or integrity in the one case 
than in the other. There isa play of 
forces within the business which 
tends to separate companies and make 
their seltish interests cause different 
lines of action. 

The fact that a company voted 
against the 25 per cent. deduction 
would not necessarily indicate that it 
intended to deduct less than 25 per 
cent. It might mean that it intended 
to discount more. No company is pay- 
ing the face of its policy in every in- 
stance, the discounts from earthquake 
damage varying from 5 to 40 and 50 
per cent. and sometimes more. 

We cite these things to show that 
there are many factors to consider be- 
fore we arbitrarily line up the com- 
panies and condemn one side or com- 
mend the other. Nothing really de- 
finite can be said until the whole sit- 
uation is cleared up and itis known 
how each company has settled and 
what it has paid. We consider it prob- 
able that in the end all companies 
whch are solvent (or which can be 
made solvent by additional capital) 
will in the payment of their losses 
follow companies offering the lowest 
percentage of deduction for earth- 
quake damage. 

In short, the financially strong com- 
panies will set the pace which must 
be followed by those companies in- 
tending to remain in business. Com- 
panies which are insolvent and do not 
intend to remain in business will settle 
on the best possible terms. 

There will be unavoidable delay in 
the settlement of losses and the pay- 
ment of insurance, due partly to the 
attitude of the companies and quite as 
much to the extraordinary position of 
San Francisco claimants. The adjust- 
ment of each loss upon its merts 


means this: that sound values will 
first be ascertained; from this will be 
deducted the earthquake loss. When 
that is fixed companies which are sol- 
vent and intend to remain in business 
should pay the loss according to the 
terms of the contract—in full if the 
value exceeds the insurance; if not, 
for such percentage deduction as is 
shown. 

Companies which cannot pay upon 
that basis stand in a position of insol- 
vency. Or, if they be solvent, and at- 
tempt to compromise with the insured 
for a less figure they put themselves 
in the class of companies whose integ- 
rity will and should be questioned. 

Out of the turmoil and clash of sel- 
fish interests we hope that the adjust- 
ment of San Francisco losses will set- 
tle down to a basis of reasonable 
equity. The attitude of policyholders 
has forced the companies to the strict- 
est interpretation of their contracts. 

A very considerable proportion of 
the insurance money when paid will 
remain in the hands of attorneys em- 
ployed by the insurees. Possibly the 
net insurance money received will be 
less than had the policyholders shown 
at the start a wise sympathy and de- 
sire to co-operate with the companies 
in handling a situation with which fire 
insurance has never before been con- 
fronted—but we hope not. San Fran- 
ciscans need all they are entitled to. 

Perhaps when it is all sumed up we 
shall be more thankful than otherwise 
for the play of self-interest between 
the companies and the public which, 
in addition to the confusion and the 
loss of records, is causing delay. The 
more gradual transfer of funds from 
companies to policyholders will pos- 
sibly better serve every interest and 
prevent evils which might have grown 
out of too hasty adjustments 

So far as individual companies are 
concerned they will be finally judged 
by their record and not by what they 
may or may not do in the present un- 
settled state of affairs. The conditions 
are not quite normal and the people 
whose interests are at stake are not 
wholly sane. In due course the bal- 
ance of judgment and opinion will be 
restored and in perspective events 
which now seem large and important, 
will dwindle to comparative insignifi- 
cance. 
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HOW SAN FRANCISCO ADJUSTMENTS ARE BEING MADE. 


C. I. HITCHCOCK, IN THE “INSURANCE FIELD.” 





Oakland, Cal., June 28—(Special)— 
If proofs of loss filed against com- 
panies to date are any criterion, the 
property loss in San Francisco will go 
up to $700,000,000, as the claims aver- 
age $4 and $5 of loss to $1 of insur- 
ance. Every proof presented to com- 
panies, with a few minor exceptions 
too small to note, shows from four to 
six times the sound value to insurance 
and the insurance involved cannot go 
much less than $200,000,000. Good 
authorities, safe statisticians even, are 
willing to stake their professional 
reputations on $230,000,000 as the in- 
volved insurance. If these figures 
are approximately correct—and com- 
panies whose records were destroyed 
find their lhabilities growing all the 
time—it means a change in the insur- 
ance map of the whole world. It 
means that sort of a change in any 
event. 

In the face of such an unpreced- 
ented disaster some companies are 
actually throwing their money away 
in the settlement of losses. It is im- 
possible to call them adjustments, 
these drafts for the face of the poli- 
cies given by the few companies 
which are going the limit in currying 
public favor. In other companies these 
same claims are satisfied at 90, 85, 80, 
75, 70, 65 and 50 cents on the dollar by 
companies apparently equally able to 
pay and with the policyholders ex- 
pressing satisfaction in each case.. One 
most peculiar fact recently came to 
my personal attention. A claimant 
had two policies. One was settled at 
total and;the other at forty per cent. 
discount. The claimant admitted to 
me, after receiving both drafts, that 
the discount man had made the best 
guess. 


Some very ugly and incorrect in- 
formation is going out from here to 
Eastern papers regarding what is 
known as ‘‘six-bit’’ companies—that 
is companies which favor the plan of 
scaling policies coming within the 
meaning of clauses 3 and 4 of the 
New York resolutions at the uniform 
rate of 25 per cent. This was to bea 
compromise agreement in lieu of care- 
ful investigation and adjustment. It 
was voted on in meeting and submitted 
East for approval until which time the 
vote was to be held confidential. The 
local papers had it the next day and 
ever since the companies which fav- 
ored that expeditious plan of adjust- 
ment have been termed ‘‘six-bit’’ 
companies, or companies which will 
only pay 75 cents on the dollar. 

I have had repeated talks with the 
better class of companies in the so- 
called 100 per cent. list and without 
exception they admit that there is 
merit in the position of their oppon- 
ents. One, and a leader in the ‘‘adjust- 
ment-on-the-merit-of - each-individual- 
case’’ movement, stated to me last 
night that if every company were to 
pay 75 per cent. of its policies straight 
through, he believed the policyholders 
would be over-paid. There is no dis- 
guising the fact that the damage from 
earthquake was severe and that thous- 
ands of policies were either depreciated 
or voided. But the proof is lacking, 
the people are lying and the evidence 
is disappearing every day. This 100 
per cent. man admits he is depreciat- 
ing policies every day from 10 to 35 
and sometimes 40 per cent. for the 
same causes that the six-bit companies 


propose an average reduction of 25 
per cent. Yet his losses are being ad- 
justed on their merits to the utmost 


of his ability. 
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MICHIGAN INSURANCE DEPARTMENT ON ECONOMIC CONDITIONS. 





Commissioner J. V. Barry Deals with;Current Problems—Average Rates Not Conclusive as 
Evidence of Relative Cost—Defines Duty Under the Anti-Compact Law. 


The year 1905 was one of unusual 
prosperity for the fire insurance com- 
panies transacting business in this 
state. With scarcely an exception the 
states throughout the Union contrib- 
uted to this result. Low loss ratios 
prevailed almost everywhere. Michi- 
gan with a loss ratio of 39 per cent., 
the lowest in its history, contributed 
the} full share. to the favorable ex- 
perience of the companies. 

One year ago the attention of the 
companies was directed to the low loss 
ratio of the state for the preceding 
three years and the statement made 
that this situation ‘‘warrants a due 
consideration by the insurance com- 
panies of their duty to treat the in- 
suring public with such fairness that 
the equities may be fully preserved.”’ 

As the result of this favorable ex- 
perience and the competition due to 
the constantly increasing number of 
companies bidding for business, ma- 
terial reductions in rates have been 
made within the past six months. The 
first reduction was one of 33 1-3 per 
cent. on all brick mercantile buildings 
used exclusively for mercantile or 
mercantile and dwelling purposes 
throughout the state, and of 16 2-3 
per cent. on brick opera houses, 
hotels, etc. The second was a reduc- 
tion of 12 1-2 per cent. on frame store 
buildings and contents located in un- 
protected towns in the northern half 
of the lower peninsula. In addition 
to these, wherever it applies, the 
system of schedule rating, under 
which every property owner practi- 
cally makes his own rate, has been 
taken advantage of by thousands of 
property owners who, by making the 
improvements noted in the schedules, 
have not only materially reduced 
their premium rate, but have lessened 
the fire waste. 


As a natural result of the favorable 
experience of the state for four suc- 
cessive years, the number of compa- 
nies transacting business in Michigan 
has greatly increased until, at the 
date of this report, there are more 
companies authorized by this depart- 
ment than ever before, and steps have 
been taken by several other compa- 
nies preliminary to making applica- 
tion for admission to the state. The 
healthy competition on the part of 
financially responsible companies in- 
cident to this condition of affairs 1s, 
in my judgment, cause for congratu- 
lation on the part of the insuring pub- 
lic of Michigan, not only because the 
latter will secure the lowest premium 
rates consistent with sound under- 
writing, but also because the largely 
increased number of solvent compa- 
nies affords the large insurer ample 
facilities and guarantees the property 
owner full protection in case of a dis- 
aster such as has just been suffered 
by a sister state. 

After a careful investigation and 
study of this question I am satisfied 
that the property owners of Michigan 
are enjoying as favorable premium 
rates, considering the nature and con- 
dition of the risks involved, as are 
the people of any other state in the 
Union. 

Why Statistics Are Deceptive. 

The average premium rate as a basis 
of comparison is both unfair and de- 
ceptive unless exactly the same con- 
ditions prevail in every case. This 
is thoroughly proven by the fact that 
while, as has been stated, a reduction 
of 33 1-3 per cent. has recently been 
made in the rates covering a large 
classification of Michigan risks, this 
very reduction will have a tendency 
to increase the average premium rate 
of the state for the current year. This 
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is so because in order to secure the 
reduction the property owner is re- 
quired toinsure fora term of three 
years instead of but one year as here- 
tofore. In return he obtains three 
years’ indemnity for twice the annual 
premium. Therefore, in case of a 
$1,000 policy for which the property 
owner last year paid $14 for one year’s 
indemnity he will this year pay $28 
for indemnity for three years. It will 
be readily seen that the premium 
rate on this policy last year was $1.40, 
whereas this year it is $2.80, notwith- 
standing the fact that the premium 
has been actually reduced 33 1-3 per 
cent. 

Comparison of the rates of different 
states is equally deceptive, for the 
reason that the rate.of no two states 
is computed on the same basis. For 
instance, for years the stock compa- 
nies have written practically no farm 
business in Michigan, more than 95 
per cent. of all the farm risks being 
carried by the so-called farmers’ mu- 
tual companies. None of this vast 
business enters into the computation 
of the average rate in Michigan. If, 
in computing the average premium 
rate in Michigan, farm risks were 
taken into consideration, the average 
rate of this state for 1905 would be 
less than 95 cents. It will be readily 
seen, therefore, that the policy of 
underwriters with regard to the writ- 
ing of this class of business in the 
several states must have a marked 
effect upon the average rate of the re- 
spective states. 

As further proof of the assertion 
that the average rate depends wholly 
upon the classifications of risks in- 
cluded in the computation, the aver- 
age rate in Michigan for 1905 of the 
mutual companies of other states tran- 
sacting business in this state may be 
cited. Asarule this class of compa- 
nies maintains no agency plants, their 
expenses being thus reduced to a min- 
imum, and they furnish indemnity 
practically at cost. Yet the sworn 
statements of these companies show 
that their average premium rate in 


Michigan for 1905 was $1.99, or more 
than 50 cents per $100 of insurance at 
risk higher than the general average 
of the state, farm risks not included. 
The reason for this greatly increased 
average rate is that the business of 
this class of companies consists almcst 
exclusively of manufacturing and 
other special hazards, there being no 
offset from residence property and 
other low rated risks. 

The two states which in all compu- 
tations are classified with Michigan 
because of similarity of risks and 
class of business transacted by the 
companies are Wisconsin and Minne- 
sota. The sworn statements of the 
stock companies show that for the 
five-year period ending Dec. 31, 1904, 
the latest period for which the figures 
are available, the average premium in 
each of these states was greater than 
that of Michigan, while the loss ratio 
of each was less. 

Will Enforce Anti-Compact Penalty. 

The so-called anti-compact law of 
Michigan prohibits fire insurance com- 
panies of other states and countries 
authorized to transact business in 
this state, or their agents, from en- 
tering into any agreement, the object 
or effect of which is to prevent free 
and open competition. Every such 
company is required to file in this de- 
partment a signed stipulation in ac- 
cordance with this law. It is made 
the duty of the commissioner of in- 
surance to revoke the certificate of 
authority of any company violating 
this statute, and this is the sole and 
only penalty that can be inflicted 
upon the company under this law. 
Nowhere in this statute is there to he 
found any provision authorizing the 
commissioner to remit this penalty in 
consideration of a reduction of pre- 
mium rates. The sule province of the 
commissioner of insurance is to exe- 
cute the law as he finds it, and I shall 
promptly revoke the license of any 
company if I am able to tind evidence 
that it has violated this law. Compa- 
nies transacting business in this state 
must understand that they cannot 
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purchase immunity from the penalty 
fixed by the statute by reducing rates 
or resorting to any other subterfuge. 

The present commissioner has in- 
sisted not only that the companies 
obey the laws of this state, but also 
that they should avoid even the ap- 
pearance of evil. For a number of 
years the Michigan stock fire compa- 
nies, to which the anti-compact law 
does not apply, maintained in this 
state an inspection and rating bureau 
which promulgated advisory rates and 
through which daily reports of agents 
were sent to the several companies. 
Under this system it was possible for 
the companies to violate the law with- 
out leaving any tangible evidence of 
such violation. During the past year 
this stamping bureau has been abol- 
ished and the inspection and rate- 
making bureau divorced from allcom- 
pany ownership and supervision, and 
is now purely an individual enterprise. 
The daily reports of agents are now 
sent direct to therespective companies. 

Insurance agents have the same 
right to organize for legitimate pur- 
poses as have men engaged in any 
other business. When, however, they 
in anywise attempt to contro] or reg- 
ulate rates, either directly or indi- 
rectly, they transgress the law. In 
several instances the commissioner of 
insurance has had occasion to order 
the elimination from the constitution, 
laws and rules of local organizations 
of fire insurance agents provisions 
which were contrary to the law. The 
most notable instance of such action 
on the part of this department was 
the recent demand that the Fire Un- 
derwriters Club of Detroit rescind its 
so-called non-intercourse rule, which 
provided for the fining of any mem- 
ber who accepted business from an 
agent not a member of the club, and 
also the rule which sought to limit 
the number of agents a company 
might have within the limits of the 
city of Detroit. 

Surplus and Conflagration Hazard. 

The wisdom and necessity of mak- 
ing provision for the accumulation of 
a substantial surplus by fire insurance 
companies has again been forcibly 


demonstrated by the disastrous con- 
flazration which wiped out millions 
of dollars’ worth of property in San 
Francisco. This surplus, which is 
often cited by the uninformed as proof 
of the assertion that the public is be. 
ing plundered, is all that, in this 
emergency, stood between the public 
and a financial panic compared with 
which the San Francisco disaster 
would pale into insignificance. The 
utter absurdity of the contention, so 
frequently made, that the business of 
the companies should be conducted on 
a system which provided for the col- 
lection of simply sufficient rates to 
pay current losses and expenses, or 
which rated a community or a state 
on its own experience alone, is con- 


clusively shown by the San Francisco 
conflagration. Had fire underwriters 
been so criminally reckless as to con- 
duct their business along these lines, 
San Francisco could never recover 
from this disaster and the collapse of 
scores of fire insurance companies 
would have destroyed the foundations 
upon which rest the commercial enter- 
prises of this country and thus have 
precipitated a general panic. 

In the light of the experiences of 
the past two years it shon 1d no longer 
be foolishly contended by anyone that 
the conflagration hazard is not an 
ever-present menace. The under- 
writer who fails to take cognizance of 
this hazard is wholly untitted for his 
task. 





CASUALTY INSURANCE NOTES. 


At a meeting of agents held in Chicago, June 
12, the ‘*National Association of Casualty and 
Surety Agents” was formed to promote correct 
principles and honest methods and oppose bad 
practices. The organization will be of agents, 
paralleling, in some respects, the National Asso- 
ciation of Local Fire Insurance Agents, and it 
will welcome the co-operation and support of all 
companies and eompany organizations. There 
will bea meeting to complete organization at 
Indianapolis, Oct. 20, following the annual con- 
vention of the National Association of Local 
Fire Insurance Agents. Harry Coudrey of St. 
Louis is president, and Thomas D. Dugan of 
Louisville, secretary of the new organization. 





The Preferred Accident of New York has in- 
creased its capital from $200,000 to $350,000, 
making policy holders’ surplus $1,400,000. Kim- 
ball C. Atwood has been made president and 
Wilfred C. Potter, secretary. 
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RESERVE FUNDS AND ‘“‘UNBURNED” POLICYHOLDERS. 





Some Interesting Questions Raised Affecting Reinsurance Liability in Fire Insurance. 


The San Francisco conflagration 
again brings up the question of fire 
insurance reserves as a test of sol- 
vency. The old argument that the 
unearned premium as a test is too 
high and that an emergency like the 
San Francisco conflagration may 
cause impairments which otherwise 
would not occur, has been revived. It 
is claimed that the English system is 
much more fair and just and that 
the conditions of protection in this 
country would be more elastic if the 
same plan were pursued here. 

This question of reserve liability is 
one which can be looked at from 
many points of view, and no one of 
them can wholly cover the situation. 
The theory of the unearned premium 
rule of reserve liability is that a 
company must at all times be pre- 
pared to pay back to the insured the 
unearned portion of the premium. 
This, itis claimed, is an actual and 
fixed liability which the companies 
must be able to meet the same as a 
bank must be able at all times to sat- 
isfy the demands of its depositors. 

As a matter of fact the companies 
are rarely if ever called upon to re- 
fund the whole of the unearned pre- 
mium, but they are often called upon 
to reinsure their business for the ben- 
efit of their policyholders. But in no 
case, we believe, has the total un- 
earned premium been paid for this 
purpose. There is always a liberal 
discount given by the reinsuring com- 
pany; in short, a commission ranging 
from 25 per cent. upward. 

Asa test of loss paying ability the 
unearned premium is of course a very 
unsatisfactory standard. It is, in 
fact, no standard at all. It may be 
more or less than enough to discharge 
the company’s loss liabilities, depend- 
ent entirely upon the rate of premium 


which the company receives. If a 
company were to write a large volume 
of business at a very low rate of pre- 
mium, the unearned premium—which 
is a percentage of the total premium 
—would he quite insufficient to dis- 
charge the company’s liabilities. On 
the other hand, where premiums are 
written at adequate rates, the un- 
earned premium is largely in excess 
of the actual money necessary to meet 
losses. 

It is claimed that the unearned 
premium reserve is a fund for the 
protection of ‘‘unburned’’ policyhold- 
ers. That is to say, it cannot be 
touched to pay losses and is only to 
be used either to refund the unearned 
premium to the policyholder or to re- 
insure him in another company. So 
that in the case of a big fire like the 
San Francisco conflagration, where 
the surplus and capital are wiped out, 
the company’s unearned premium 
cannot be used to pay losses and a re- 
ceiver must be appointed. If a re- 
ceiver is appointed the ‘‘unburned’”’ 
policyholders are preferred creditors 
against the unearned premium fund. 
Were this the recognized rule it would 
seem to be a benefit to have the reserve 
calculated on the basis of the unearned 
premium, because in the case of a con- 
flagration it strengthens the com- 
pany for its ‘‘unburned’’ policyhold- 
ers although it weakens it for those 
who really need the indemnity. 

If we are to give up the unearned 
premium as a basis for calculating fire 
insurance reserve and substitute a 
loss cost basis, then the average re- 
serve of the companies would, no 
doubt, be very much less than it is at 
present. This would not necessarily 
diminish the financial strength of the 
companies. It would increase surplus 
funds, and in case of heavy conflagra- 
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tions impairments would be much less , 


frequent. At the same time the ‘“‘un- 
burned” policyholders might lose the 
suggested advantage of the unearned 
premium reserve, for the theory of a 
loss cost reserve would no doubt be 
that the funds should be available for 
the payment of losses and should not 
be used for the reinsurance of busi- 
ness not affected by the conflagration. 

The demand for a change in reserve 
basis is quite insistent, and comes into 
prominence at times like these when 
impairment faces companies which 
on the basis of loss paying reserve 
would really have a surplus. The 
unearned premium reserve no doubt 
tends to restrict competition. That is 
to say, it prevents the organization of 
new companies. It does not prohibit 
them, but it makes it more difficult to 
start. 

But increased competition is not the 
first thing to consider in this problem. 
Looking at the question from the 
standpoint of the property-owner, the 
matter of financial security is para- 
mount, and for him there would seem 
to be two choices. If he were the vic- 
tim of a sweeping conflagration like 
that of San Francisco the loss cost re- 
serve would be most beneficial to him. 
If he were not the victim the unearned 
premium would serve his interests the 
best, provided of course that the rule 
of the unearned premium, as set forth 
above, were sustained on appeal to the 
courts. Of that we cannot speak with 
certainty, but there is no question as 
to the purpose in theory of the un- 
earned premium reserve, which is 
clearly a fund to cover back to the 
policyholder the unexpired term of 
the insurance. 





Nore :—Since the above was written the at- 
torney-general of New York, in response to a 
request from the superintendent of insurance, 
has rendered an opinion upon this point. He 
states that in case of insolvency all the creditors 
of acompany stand upon the same basis and 
that the reinsurance reserve cannot be raised to 
protect “‘non-conflagration policyholders” by re- 
insurance to the injury of other creditors. The 
finding of the attorney-general upon this matter 
will be found upon page 48. 


GENERAL RAISING OF THE RATES. 


Editor of Insurance Economics: 

Whether or not it may be advisable to make a 
general raising of the fire insurance rates of pre- 
mium as « remedial measure, consequent upon 
the San Francisco conflagration, is a question re- 
quiring most careful consideration. I recal) 
that after the Chicago fire of 1871 the National 
Board, which then controlled the rating system 
throughout the country, instituted a general 
raising of the rates. During the life of the 
measure, which was brief, a rich harvest of pre- 
miums was reached, but the consequences re- 
sulting from the adoption of the measure were 
most disastrous. 

The increased rates at once changed the con- 
dition of the business. Hitherto the companies 
had been practically loyal to the National 
Board, because the practice of “rate cutting,” 
sometimes called ‘‘ deviating ” proved to be un- 
profitable, the rates being made “ too close to 
the wind,” but when the general raising of the 
rates took place, here was a harvest for the com- 
panies especially those which had not suffered at 
Chicago—for they could “deviate” and “cut 
rate,” and still secure a large margin of profit 
thereby. 


This resulted in a division of the companies 
into two factions, ‘* Board” and ‘“‘Non-Board.” 


The * Board ” agents, loyal and true, suffered 
great loss of business. It dropped from them 
with a rapidity so alarming as to demand imme- 
diate remedial action resulting in contiguous 
** Board ” and ** Non Board ” agencies under one 
management. Before the loyal agents had 
brought about this makeshift remedy, a very 
large volume of the business had passed entirely 
beyond the control of the companies loyal to the 
“ Board,” business which they had carried for 
years. 


Then came the bursting of the bubble. Rates 
‘went all to smash,” and the National Board 
retired altogether from the business of rate mak- 
ing. There were other consequences. The loyal 
agents who had lost their business, now lost the 
agencies of the companies, which were placed 
with agents who had been ** Nou-Boarders,” be- 
cause they had obtained control of the bulk of 
the business. 


This is the history of the general raising of 
the rates of premiums after the Chicago fire. If 
a similar measure is now adopted, will history 
repeat itself? 

There are many good reasons for sustaining 
low rates of premiums. The lowest safe rate is 
the best rate. If the underwriter in any way 
‘* monkeys” to lower it, he will be doing busi- 
ness below cost. Where the rate is above cost, 
then surely comes the “ monkeying” every time. 


If the rate is low, the assured inclines to take 
a full line, a better contract all around than un- 
der a light line. Indeed, under a very low rate, 
a line approximating to the value of the entire 
risk is almost indispensable to safety. 


Doubtless the eountry will periodically suffer 
from conflagration, and the insurance companies 
must make provision to meet the consequences 
of the disaster. In the opinion of the writer, 
however, such provision cannot and ought not 
to be secured through a genera! raising of the 
rates of premium. The necessary fund ought 
to be obtained from the profits of the banking 
department of the company. 

New York City. ** Old Timer.” 
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EFFECT OF ADVERTISING SUPPORT ON INSURANCE JOURNALS. 





From Best’s INSURANCE NEws, 


The year 1905 was marked by vast 
progress in commerce and a tre- 
mendous increase in the material 
wealth of thecountry. It would seem 
to be pre-eminently, however, a year 
of the awakening of the public con- 
science, and everywhere business 
methods and systems which have been 
commonly accepted for many years 
have been made the subject of inquiry 
and in many cases of sweeping 
changes. This spirit seems to have 
invaded the field of the insurance 
journal, and in various quarters the 
question has been raised of the ethics 
of accepting money from the institu- 
tions which the insurance papers are 
supposed to review and whose methods 
they are supposed to impartially dis- 
cuss. 

The foundation principle upon 
which our business has been built is 
entire freedom from ‘‘entangling al- 
liances’’ with insurance concerns. It 
is several years now since we raised 
this point and insisted that an organi- 
zation like this could exist and secure 
a sufficient income to do effective 
work depending solely upon its sub- 
scribers for revenue. We have, there- 
fore, been much interested to observe 
the discussions of the question of ad- 
vertising payments to insurance 
papers by insurance companies, which 
have appeared recently in the insur- 
ance press. President Seward, of the 
Fidelity and Casualty Company, made 
some remarks on this topic upon the 
occasion of a dinner in honor of the 
editor of a New York insurance paper. 

Referring to insurance journalism 
as a whole, Mr. Seward, after express- 
ing his appreciation of it, said: ‘‘It 
is growing, as I believe, more indepen- 


dent year by year. It will be abso- 
lutely so when the advervtising col- 
umns cease to be necessary to the 
success of insurance journals. That 
this time will come in the history of 
many, if not most, journals is to be 


desired.’’ Continuing, he said: ‘‘In- 
surance journalism isa noble profes- 
sion. It is very largely useful. It 
will be most useful, in my judgment, 
when every member of the profession 
studies the interests of the consumer 
of insurance and lets insurance men 
themselves know thatitis their right- 
eous ways and not their apparent 
successes that makes for their es- 
teem.”’ 

An editorial ina late issue of the 
“Chronicle” of New York, a weekly 
insurance journal noted for its inde- 
pendent editorial comment dealt with 
the ‘‘court journal,’’ referring to a 
daily paper’s comments upon the 
newspapers of South America. The 
newspaper article referred particu- 
larly to the papers in President Cas- 
tro’s dominion, the character of which 
may be readily imagined by those fa- 
miliar with that picturesque gentle- 
man’s ways. The editor of the 
“‘Chronicle’’ very ably summed up the 
question as follows: 

**But be it ably or feebly edited, be 
it sunny or saturnine, cutting or kind, 
scholarly or a mere vehicle for write- 
ups—even though, indeed, it be a 
great newspaper, worthy of success 
because of that merit as are some in- 
surance journals we could mention— 
if it is a ‘court joarnal,’ no insurance 
man, whether he be company official, 
manager or field man, can afford to 
depend uponit. Such men need to 
know the facts as they are and the 
truth about them. 

“The ‘court journal,’ also, will not 
thrive except in the days when ‘one- 
man rule’ prevails and when also 
there is much to hide. ‘One-man,’ 
let us hope, is over for all American 
life insurance companies, and also that 
there shall hereafter be nothing to 
conceal. In such case, the days of the 
‘court journal’ are numbered; such of 
them as survive will be transformed— 
or haply have been—into free and un- 
trammeled servants of the public; 
others may disappear utterly. 

‘“‘The Chronicle has been as far 
from this time-serving as we could 
make it. That credit at least we may 
fairly claim. We have aimed to speak 
fearlessly, giving the news as we gath- 
ered it and our honest opinion as 
well. This much we believe that our 
readers are entitled to; and we further 
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believe that it will one day be fully 
demonstrated that no other sort ofa 
paper deserves or can secure subscrib- 
ers or advertisers ”’ 

It is a matter of profound satisfac- 
tion to us to notice that this question 
is receiving the eurnest consideration 
which it deserves. We have no desire 
to reflect upon individual papers, but 
the entire system is wrong in princi- 
ple and cannot fail to result in lower- 
ing the moral tone of those papers 
dependent upon it for support. An 
apt illustration of the point occurred 
recently. An insurance company 
failed and one of the most prominent 
insurance journals in the country 
printed some editorial comments con- 
cerning the iniquity of permitting such 


things to exist, taking very high moral 
ground; but unfortunately neglected 
to cut out of its advertisinsg columns 
in the same issue the card of this con- 
cern which had been running from the 
time it bezan business and which had 
been supplemented by the customary 
‘‘puffs’’ and ‘‘write-ups’”’ at frequent 
intervals. 

It is to be hoped that ere long the 
system will disappear and that the 
truth will be recognized of the prop- 
osition that any journal pretending 
to serve the interests of its readers, 
which cannot secure on its merits 
enough subscribers to enable it to 
carry on its work solely through their 
support, is unworthy of a hearing. 





AN AGENTS VIEW OF THE SAN 


FRANCISCO CONFLAGRATION. 








A local agent in a western city who 
visited San Francisco after the con- 
flagration writes the Journal as fol- 
lows: 


I was astounded at the complete de- 
vastation apparent on the first entry 
to the city. To the right of the busi- 
ness center and back of Telegraph Hill, 
I secured one picture which shows in 
the neighborhood of seventy blocks 
that resembles a newly-laid out town, 
with sidewalks and paved streets, 
there being no chimneys and brick 
walls left standing in this district. 
Doubtless the cause of this was by the 
loosing of the foundations and ce- 
ments previous to the fire, thereby 
leaving absolutely no salvage to the 
companies. 

The fire-proof buildings in the busi- 
ness center, while very greatly dam- 
aged, were beginning at that time, 
which was nearly three weeks after 
the fire, to take on the appearance of 
business. There were several of these 
buildings, which were not burned 
above the fifth and sixth floor, as the 
fire did not reach any higher. One 
fire-proof building to my _ certain 
knowledge was not damaged in the 
least by the fire, as all of the furni- 
ture and fixtures contained in the 


same were thrown out of the windows 
before the fire reached that particular 
location. 

One thing that interested me was 
the complete failure of the so-called 
fire-proof safes to protect their prop- 
erty from fire. 


Vaults seemed to be 


the only safeguard against intense 
heat. Even the fire-proof buildings 
such as the Call building and the Hi- 
bernian Bank building, were greatly 
damaged on the outside as well as on 
the inside. The granite can easily be 
crumbled by a slight pressure, but us 
for that matter even the cobblestones 
in the street were baked to such an 
extent that they chip when touched. 


The greatest moral which I drew 
from this conflagration is the fact that 
every honest person should insure 
everything for every cent of its value 
and I believe if this were done, that 
it would soon have a tendency to re- 
duce rates in general and I believe in 
the long run, the assured would be 
paying very little more to insure for 
full value than he is now paying for 
considerable less protection. I feel 
no hesitancy in saying that the local 
agents of San Francisco and vicinity 
will have no trouble in the future in 
securing full insurance on everything 
insurable. 


Another thing that impressed itself 
upon my mind since this disaster is 
that an agent should be extremely 
cautious in selecting companies for 
his agencies. As we have already 
seen, if is not always the small or 
even the new companies that go under 
in a disaster of this nature. We 
should not only be satisfied that the 
company is conservative and under- 
stands fire underwriting, but we 
should look carefully into the finan- 
cial backing and the character of the 
directors. 
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WHY CONFLAGRATION RESERVES SHOULD BE ACCUMULATED. 
Larger Portion of Surplus Ought to Be Set Aside. 


From ‘*RouGH NoTEs,”’ 


Again we urge upon the manage- 
ment of fire insurance companies the 
desirability of setting apart a large 
proportion of the so-called surplus and 
calling it a ‘‘conflagration reserve,”’ 
‘‘contingent reserve’’ or whatever 
title may suit the case or taste; only 
call it what it is, an accumulation of 
resources for times of exceptional de- 
mands upon the companies’ paying 
capacities. Surpluses so-called are not 
in any just sense surpluses under the 
accepted meaning of the term. A sur- 
plus as maintained by a fire underwrit- 
ing company is simply an accumula- 
tion during times of normal losses, to 
be drawn upon when abnormal losses 
befall. 

A company without a surplus, but 
just upon the uncertain line of re- 
sources sufficient only to cover its re- 
serve, capital stock and other liabili- 
ties, is hovering on the edge of impair- 
ment. Surplus is the reservoir from 
which current obligations are liaui- 
dated, including losses. But surplus, 
however necessary it may be to the 
safe and permanent conduct of a com- 
pany’s business, has been the cause of 
much of the iniquitous legislation 
under which fire underwriting now 
labors. The term of itself, signifying 
an excess, has always been regarded 
and pointed to by agitators favoring 
heavier burdens upon such institu- 
tions as indisputable proof that the 
business is conducted at a tremendous 
profit, that it is made an unnecessary 
burden upon the public, that its abil- 
ity to accumulate such profits is evi- 
dence that it isan effective trust. The 
term surplus is a misnomer. The 
company without it is regarded as im- 
paired and must be so with the first 
loss it is called upon topay. Surplus 
is just as necessary to a company as 
is reinsurance reserve. No fault is 
ever found with ‘‘reinsurance re- 


Indianapolis. 


serve,’’ however great that sum in an 
individual company may be. It is 
easily shown to be a liability against 
the company and to be really the 
property of the policyholders, having 
precedence even over the liability to 
stockholders who have paid in their 
money to the company’s treasury and 
made its existence possible. 

By permitting the accumulation of 
a surplus the stockholders waive their 
rights to earnings of their companies, 
permitting them to remain for the 
fuller protection of their outstanding 
policies. As long as these earnings 
are permitted to stay in the treasury 
of the companies they belong to the 
policyholders as protection to them 
and they are constantly at risk, sub- 
ject to the demands of possible con- 
flagrations. The surplus belongs to 
the policyholders just as much as does 
the reinsurance reserve and the accum- 
ulation of a surplus should be en- 
couraged and even compelled, rather 
than discouraged. It is the surpluses 
that have raised fire underwriting in- 
stitutions to the pinnacle of utility, as 
human institutions in times of ex- 
ceptional trial, the list of which is a 
black and growing one in American 
history. 

Instead of an unfriendly feeling of 
distrust for these excess accumula- 
tions, termed surplus, the public and 
its law makers should be taught to 
respect, to understand and encourage 
in every way possible, their even 
greater accumulation. Name it what 
it is and a long step in the right di- 
rection will be made. 


WRITING NET LINES. 


The San Francisco conflagration will discour- 
age the writing of reinsurance, a practice par- 
ticularly prevalent on the Pacific Coast. Already 
the companies operating there bave sent out the 
word to agents to write net lines only. 
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HANDLING THE CONFLAGRATION HAZARD IN LARGE CITIES. 


George D. Markham before the Arkansas Association of Local Fire Insurance Agents. 








Every local agent should be inter- 
ested in this topic whether he lives in 
a country town, or in a city, large or 
small. If great conflagrations destroy- 
ing hundreds of millions of dollars 
worth of property are to occur at 
short intervals, then the business of 
representing insurance companies as 
local agents is going to be rather 
hazardous, whether the agent does 
business in the city or country. 

The recent failure of the Traders of 
Chicago, has thrown upon many 
agents the necessity of paying to their 
customers the unearned premiums on 
Traders’ policies. Perhaps in the 
case of the Traders these agents will 
at length recover all of the money 
they have advanced, but, if this oo- 
curs, such a fortunate outcome may 
be ascribed to an unusually eacute 
sense of honor on the part of the 
Chicago men who are directors and 
stockholders. 

We cannot expect this to happen 
often. If today another great city 
should be consumed there would be 
comparatively few companies left in 
business, and the loss to local agents 
of return premiums, which they would 
have to pay in order to hold their 
customers, would be very substantial. 
This custom of re-paying the unearned 
premium on an insolvent policy ap- 
pears oftener in the smaller places 
than in the large cities. Most of the 
cities in the West have adopted rules 
in their local agents’ associations de- 
fining such payments to be rebates, 
and therefore forbidden. 

The cities must be made conflagra- 
tion proof. Far greater than the 
question of who pays these return 
premiums of insolvent companies, and 
greater than<theldisagreeable labor 
involved in transferring a lot of poli- 
cies from the insolvent insurer to a 


solvent company, and greater even 
than the fact that the very business 
of fire insurance is threatened if the 
public becomes doubtful regarding the 
solvency of the insurance we are all 
selling,—greater than all these rea- 
sons for the importance cf the study 
of the fire hazards of the cities, is 
the question of safety for life and 
business irrespective of all questions 
of insurance. 

The development of the nation will 
be checked if the business convenience 
of city life is threatened. And yet 
the country cannot afford many 
hundred and fifty million dollar fires. 
The nation is like an individual who 
finds that the profits of his business 
will not stand constant fires, and is 
therefore forced to improve his con- 
struction and equip with sprinklers, 
in order to stop a constant drain of 
money and interruption of his busi- 
ness by fires. 

But progress is being made toward 
making the cities safe. Speaking of 
my own city, St. Louis, I can say 
that we were aroused to the conflag- 
ration danger many years ago, and 
our old local board which handled all 
insurance questions to the satisfac- 
tion of the agents and the community 
for twenty-seven years until struck 
down by the Missouri anti-trust legis- 
lation, early began to move for im- 
proved conditions of safety from con- 
flagration. Plenty of large-sized 
water pipe and an abundant supply 
of city water, enough fire engines, 
and the removal of the fire depart- 
ment from politics, these were all 
evident needs. So the St. Louis local 
agents set themselves at work to get 
into accord with the merchants and 
the civic organizations, and also to 
reach a friendly understanding with 
the city officials. 
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Therefore in course of time suffi- 
cient money was appropriated by the 
city and these manifest needs were 
supplied. But the St. Louis agents 
believed that the mass risk of a great 
and growing city could not be con- 
trolled unless the individual risk was 
rendered as safe as modern enlighten- 
ment could direct. Hence, we adopted 
the so-called ‘‘Schedule for Slow Com- 
bustion Construction,’’ which al- 
lowed at first 30 per cent., and after- 
wards 40 per cent. off the rate of an 
ordinary construction building of sim- 
ilar size, occupancy and exposure, 
when floors were constructed of heavy 
planking on beams, stairways and 
elevators were put into brick shafts 
cut off by standard fire doors, and no 
openings allowed from floor to floor. 


In the fifteen years that have passed 
since this improved construction be- 
ganin St. Louis we have had many 
tests of the fire resisting qualities of 
this floor and this method of construc- 
tion, and we have found it truly slow 
combustion. The old St. Louis Board 
of Fire Underwriters also began many 
years ago to encourage the installa- 
tion of automatic sprinklers, making 
such substantial allowances therefor 
that the equipping of all premises 
where values were heavy went for- 
ward apace. 

Both these processes, modern con- 
struction and installation of sprink- 
lers—were greatly hastened about 
eight years ago by bringing the muni- 
cipal authorities into the proposition. 
The city passed a new building ordi- 
nance which placed very rigid restric- 
tions on the amount of area permitted 
for mercantile or manufacturing build- 
ings. The limit of area in one floor 
was 7,500 square feet under this code. 
Pressure immediately developed 
among mercantile and manufacturing 
tenants for an extension of the per- 
missible area. Then after much dis- 
cussion and many hearings before the 
committees of the Municipal Assembly 
permission was granted to build large 
areas, provided the construction was 


either standard slow combustion or 
standard fire-proof, and in both cases 
standard equipments of automatic 
sprinklers were installed. 

As the needs of modern business de- 
mand in all new buildings an area in 
excess of 7,500 square feet per floor 
the operation of the law has been to 
make all the new buildings improved 
construction and sprinklered, and to- 
day there is no street in the world as 
safe from fire hazard in the individual 
risks as the ‘‘New Washington Ave- 
nue.”’ You can readily see that 
when you secure safety from fire in 
the risks that are large enough to be 
conflagration breeders, you have be- 
gun to handle the danger of conflagra- 
tion in the cities. 

Many of you know that the Na- 
tional Board of Fire Underwriters 
about two years ago began an effort 
which promises a lessening of the con- 
flagration danger in the cities. The 
companies in the National organiza- 
tion contributed enough money to 
hire a corps of expert engineers to go 
over all the cities and report how seri- 
ous the conflagration danger was in 
each and what could be done to remedy 
it. These reports were then for- 
warded to the local agents in each of 
the cities with the request that every 
man exercise all his influence to bring 
about the corrections recommended. 

Speaking again for St. Louis I can 
say that theinspectors of the National 
Board found less to condemn than to 
praise, and we have further justified 
our previous reputation for attention 
to this hazard by promptly obtaining 
the correction of a majority of the de. 
fect which they found, and we are 
now actively at work on the remain- 
ing improvements with prospect of 
early success. 

It is opportune that these reports 
are now in the hands of the compa- 
nies and of the local agents in all the 
cities The shock of the San Fran- 
cisco disaster has aroused an eager- 
ness to safeguard the remaining cities, 
and with the National Board report 
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at hand the work of protecting these 
enormous values should go forward 
very fast. Boston and Philadelphia 
have each installed high pressure 
water systems to feed hose streams 
without the need of engines, and to 
furnish ample high pressure supply of 
water for the automatic sprinklers. 
New York has just let a contract for 
a high pressure system to protect the 
enormous values in its dry goods dis- 
trict. 

Besides, the increase of extinguish- 
ing facilities in the cities we will prob- 
ably find that new charges will be 
made in insurance rates for absence 
of iron shutters or wired glass in win- 
dow openings, and for other defects 
in building construction that tend to 
admit fire from one building to an- 
other, which increase in rules will 
force correction of the defects. All 
of this process of improvement is of 


the highest value to the Nation. 
Every local agent should do all in his 
power to help the movement, for we 
may well be frightened when we think 
of a sweeping fire in Boston, St. Louis, 
Philadelphia, Chicago or New York. 
The accumulation of values made 
necessary in the business transactions 
of today are enormous. ‘Two thou- 
sand millions of dollars is not an un- 
fair estimate of the destructible values 
below Fourteenth street in New York. 

In comparison with such a sum the 
total reserve of the fire insurance 
companies seems paltry. But whether 
insurance is paid or not in a great 
fire, is not the main point. Fire de- 
stroys the fruits of labor. Whether 
the loss is borne through the device of 
insurance by many people, or whether 
it comes solely on the owners of the 
destroyed property is only a question 
of distribution; the annihilation of 
property by fire diminishes the net 
revenue of the citizen. 








REINSURANCE RESERVE A FUND FOR ALL CREDITORS. 








The attorney-general of New York, 
at the request of the Insurance De- 
partment, has rendered a legal opin- 
ion upon the position occupied by the 
reinsurance reserve fund of a fire in- 
surance company in case of conflagra- 
tion. This decision we print in full 
as follows: 


Albany, May 4th, 1906. 


Superintendent of Insurance, 
Albany, N. Y. 


Dear Sir:— 

I am in receipt of vour favor of the 
2d instant, asking to be advised wheth- 
er the unearned portion of the pre- 
mium can be used by a fire insurance 
company for any other purpose than 
refunding to the non-conflagration 
policyholders their portion of the un- 
earned premium, or reinsuring the 
unexpired risks, in a case where the 
company has gone into the hands of a 
receiver; and also asking whether it 
can use its unearned premium fund 
for reinsurance purposes after it has 
incurred: liability by reason of fire 
losses greater than the amount of its 
capital and surplus. 

In reference to the first question 
suggested in your letter, would say 
that after the company has been 
placed in the hands of a receiver all 


its creditors stand on the same basis, 
and that either claims on account of 
fire losses nor those of policyholders 
who had not sustained loss, would 
have a preference as against the assets 
of the company, but that the same 
would be distributed ratably to all 
creditors. Of course, if a loss claim- 
ant had acquired a lien on the specific 
property of the company by legal pro- 
ceedings, that would still remain. 

In reference to the second inquiry, 
would say that while during solvency 
a company may lawfully use its un- 
earned premium fund for reinsurance 
of its outstanding risks, yet, after it 
has become insolvent by reason of its 
fire losses exceeding its capital and 
surplus, or for any other reasons, it 
is not to be permitted to appropriate 
this portion of its assets to secure pro- 
tection of its creditors tothe injury of 
its other creditors who have claims 
against it on account of fire losses. 

Therefore, Iam of the opinion that 
after the company has become liable 
to claimants by reason of fire losses to 
an amount in excess of its capital and 
surplus, it would not be justified in 
using its entire unearned premium 
fund in reinsuring its outstanding 
risks. 


Jas. G. Graham, 


Deputy Att‘y-Gen. in Charge. 
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POSITION OF OUTSIDE COMPANIES IN NEW YORK STATE. 





Shall they Withdraw or Comply with the New Law? Suggested forms of Legal Retaliation. 





On January 1, 1907, outside life in- 
surance companies doing business in 
New York will be confronted by the 
question of complying with the Arm- 
strong legislation relating to expenses. 
If they remain in the state and com- 
ply, itis probable that the contracts 
of every company with its agency 
forces will have to be remodeled. An 
effort made by outside companies to 
have the application of the Armstrong 
legislation to them deferred until 1908 
proved ineffective. 

This legislation as it relates to do- 
mestic companies is radical enough in 
itself, but in attempting to go be- 
yond the usual tests of solvency for 
outside companies it isa radical de- 
parture from ‘‘state comity’’. Up to 
this time no state, we believe, has un- 
dertaken to say how outside life com- 
panies shall do their business outside 
of the state in which they are li- 
censed, and in Arkansas only has this 
been attempted for fire insurance. 
Results in that state have not proved 
the legislation beneficial to policy- 
holders in any way. 

Let us see what the situation is and 
what the outcome might be. New 
York State requires that Massachu- 
setts companies doing business therein 
shall comply with its rules of agency 
compensation. Massachusetts has cer- 
tain rules by which the cash surrender 
values of Massachusetts companies are 
determined, and which are more ad- 
vantageous to the insured than the 
rules set up in New York. Why may 
not Massachusetts, under the ‘‘war 
rule”’ of retaliation, enact a law re- 
quiring that New York companies 
“doing business’’ in Massachusetts, 
for all policies issued everywhere 
within the United States, shall include 
the Massachusetts provision of cash 





surrender? And in the same way each 
state throughout the country might 
take similar action and thus impose 
upon New York companies a variety 
and scope of rules and regulations, all 
inspired and directly due to the one 
stipulation in the Armstrong legisla- 
tion that the rule in regard to agents’ 
expenses shall apply to outside com- 
panies. 

The outside companies asked, in 
the first place, that this should not 
apply to them; in the second place, 
that it should be deferred for one year. 
These requests were not heeded, and 
the result may be farreaching. It has 
been suggested to the Journal that it 
urge all the outside companies to unite 
in withdrawing from New York until 
the legislation applied to them shall 
be repealed. We cannot see our vay 
clear to make such a suggestion for it 
is not plain that it would secure the 
results desired. 

We do not believe that all the com- 
panies would unite. Companies with- 
drawing would subject themselves to 
criticism because of their un wilingness 
to comply with New York standards. 

Not only would the rich New York 
State field be left exclusively for com- 
panies remaining in the state, but it 
would enable those companies, wher- 
ever they were doing business, to say 
that they had complied with the most 
rigid stipulations while their with- 
drawing competitors had not. 

Would it be wise for any company 
doing business in New York State to 
put itself in this position of disadvant- 
age? Itseems to usnot. It would be 
better for all companies now doing 
business within the state to comply 
with the law. By so doing the danger 
and inefficiency of the law will the 
sooner be demonstrated. If an object 
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lesson of a drastic nature is required, 
retaliatory legislation would seem to 
be much more effective than with- 
drawal. 

It is true that a company withdraw- 
ing from New York State will save it- 
self the trouble of revolutionizing its 
business and changing its agency sys- 
tem, a system which by the progress 
of events may be again shifted within 
the next few years. But here isa 
piece of legislation set up by the great 
empire state of New York, apparently 
at the behest of public opinion, and 
probably supported in a very consid- 
erable degree by public opinion 
throughout the country. In short, it 
is in a sense the will of the people that 
the companies shall handle their 
agency business in accordance with 
these standards. Will it not be better, 
therefore, for the companies to comply 


with these conditions as best they can? 

It is a question of community of in- 
terest in its finality. Individuals and 
corporations live in a country where 
the majority rules. If the people 
think the business can be done best in 
this way, is it not best for the com- 
panies to make the experiment on 
their behalf? The experiment will 
not wreck the companies, it will not 
wreck the agency system. It will 
cause hardship, loss and elimination, 
but itis possible that these things in 
the long run may prove beneficial and 
healthy. 

We cannot bring ourselves to think 
it will be a wise move for the outside 
companies to withdraw from New 
York State. 


It would accentuate and emphasize 
their troubles, whereas willing com- 
pliance may reduce the friction toa 
minimum and cause a desired reaction. 





CHARACTER, NOT LAW, MAKES GOOD INSURANCE COMPANIES. 








Danger of Expecting Too Much From Legislation. 








In his admirable address recently 
made before life insurance men in 
New York, Charles E. Hughes said, 
regarding the recent legislation: 

“The New York companies have nothing to 
fear from the fact that the legislation has been 
in many respects limited to them. I believe 
that under this legislation and the wise admin- 
istration of the insurance department, New York 
companies should be the best in the world. I 
would rather take insurance in a New York 
company compelled to transact business under 
these restrictions than in any company not so 
restricted, and I believe that will be the senti- 
ment of these United States.” 

Mr. Hughes evidently believes that 
the New York companies will be made 
better by law. The same thought is 
echoed in a recent number of the Out- 
look which, commenting on the new 
legislation, says: ‘‘The insurance 
companies will be run hereafter for 
the benefit of the insured.’’ 

This suggestion of the Outlook that 
the companies have not heretofore 
been run for the benefit of the assured 
is misleading. It may be true of some 


companies, but not of all. The enact- 
ment of the lawin New York State 
is not going to make some of the com- 
panies any better than they have 
been, for they were as good as they 
could be under the conditions set up 
for them by the people of the United 
States and were certainly run for the 
benefit of the insured as far as it is 
humanly possibly to run companies 
in that way. Of course it would bea 
benefit to the insured to have the of- 
ficers and employees of the company 
work without pay, but as service runs 
nowadays those who work for the 
companies expect to be paid and ought 
to be paid fairly and well. 

But aside from the desire of the 
officers and agents to earn good pay 
for themselves, there are many com- 
panies which have been run for the 
benefit of the insured, the motives and 
efforts of whose management will not 
be changed by the New York legisla- 
tion. The law will help toa certain 
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degree, but it certainly will not cause 
a reform, as Mr. Hughes suggests. 
The law will benefit so far as it fixes 
and makes possible the ideals beneficial 
to the insured which were previously 
entertainod by those engaged in the 
business. And this benefit will not be 
due to the law, but to those in the 
business who, now that public senti- 
ment is aroused in favor of what they 
have for years been working for, are 
in a position to bring these things to 
pass. 

Neither law nor public opinion can 
make good life insurance companies. 
The law can help by establishing a 
good rule of action with which all 
mustcomply. Public opinion can help 
greatly by its moral support; but if is 
the character of the men entrusted 
with their management which has 
made good life insurance companies in 
the past and will make them as good or 
better in the future. It isnot thelaw 
which is going to make life insurance 
better, but the higher standards cre- 
ated by the recent agitation and in- 
vestigation. Law is effective in bring- 
ing about reforms, but it is not the 
vital thing, which is the personality 
and character of the management of 
life insurance companies. If the new 
laws tend to strengthen the hands of 
the men of real character and ability 
who are already within the business 


and will help to bring in more of the 
same class then they will be beneficial 
to the insured; but if they merely re- 
sult in turning the management of 
these companies over to a different 
group of men, having no higher aims 
than the worst formerlyin the business 
then they will certainly fail so far as 
benefit to the insured is concerned. 

We cannot rest upon the security of 
mere law. Mr. Hughes says that the 
new laws have attempted to establish 
a real democracy in mutual life insur- 
ance. They certainly have, so far as 
outward appearance is concerned. But 
there will be no real democracy un- 
less the policyholders of the company 
actually exercise intelligently and 
freely the voting franchise which 
they have always had and which un- 
der the law they are now given greater 
facility in exercising. But the de- 
mocracy of a whole people does not 
result invariably in having the best 
men elected to office or put in control 
of the management of the govern- 
ment. There are defects in democracy 
wherever it is found, due to lack of 
intelligence and real moral force in 
those possessing the voting franchise. 
We shall hope that the democracy of 
a mutual life insurance company, 
will turn up less of the defects and 
more of the merits of governmental 
democracy. 








THE WORTH OF SERVICE FROM THE MODERN VIEW POINT. 








The following press dispatch will in- 
terest life insurunce men: 

New York, May 18, 1906. The legislative life 
insurance investigating committee has fixed 
upon the compensation of its counsel in the in- 
vestigation. Its final decision was not an- 
nounced, but it was reported that Mr. Hughes 
will receive $25,000, Mr. McKeen $15,000 and 
Mr. Fleming $10,000, and Miles M. Dawson, the 
actuary, $4,000. 

Mr. Hughes probably devoted four 
months of solid work to the investiga- 
tion, making his compensation at the 
rate of about $100,000 per year, the 
sun paid some of the life insurance 


presidents whose salaries have been 
criticised,—not by Mr. Hughes, but by 
others. 

Mr. Hughes earned hismoney. Had 
he been working for other clients than 
the legislature his compensation would 
have been larger. The man who can 
perform the service required of him 
cannot be paid too much. Thisis just 
as true of a life insurance president as 
it is of a legal adviser. 

There are no doubt many who will 
think Mr. Hughes has been over-paid 
for his services. To the average man 
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(like the editor of the Journal of In- 
surance Kconomics who earns a very 
modest competency) the sum seems 
very large, but we should not deny to 
others the right to earn all which 
their ability and opportunities afford. 

Most of the lawyers will think Mr. 
Hughes is under-paid. Many life in- 
surance men will think he is over- 
paid. It isa question of point of view. 
The lawyers are criticising the high 
salaries paid insurance presidents and 
the high compensation paid insurance 
agents. The insurance men on the 
other hand think the lawyers are get- 
ting more than their share of the 
world’s goods, and that their fees are 
much too high for the work which 
they do. In fact the attitude of the 
average man toward the world at 
large is that he is earning too little 
and everybody else too much. 


What a man is paid or is not paid, 
is no criterion of his actual service to 
the world. There is some work per- 
formed for which money can afford 
little compensation and this work is 
usually of the most permanent and 
lasting benefit to humanity. Men of 
equal merit and ability, standing in 
different lines of life, receive widely 
varying amounts of compensation, but 
this is a matter of conditions and not 
of actual relative merit or worth of 
the service. 

We believe the world would be bet- 
ter if there were less disposition on 
the part of those who have small in- 
comes to resent the greater earning 
opportunity possessed by other men. 
The real opportunities and the essen- 
tial things of life are not those that 
can be secured by a princely income. 





ETHICS OF CAMPAIGN CONTRIBUTIONS BY CORPORATIONS. 








Legal and Moral Aspects of this Interesting Question. 








The sensational arrest of George W. 
Perkins, now director and formerly 
vice-president of the New York Life, 
on the charge of larceny for contrib- 
uting to a campaign fund on behalf 
of the company, has terminated ina 
decision by the appellate division of 
the New York supreme court declar- 
ing that the actis not grand larceny 
and that the defendant is entitled to 
be released on a writ of habeas corpus. 

Mr. Perkins paid Treasurer Bliss of 
the Republican campaign committee 
$48,000 from his personal funds and 
was subsequently reimbursed by the 
New York Life, in accordance with 
an understanding with the finance 
committee of the company, and on 
the executive authority of President 
John A. McCall. 

There was a popular demand for 
the arrest and prosecution of insur- 
ance company Officials making such 
contributions on the charge of lar- 
ceny, and District Attorney Jerome 
was daily called upon by the press of 


New York city toinstitute such prose- 
cutions. While Mr. Jerome opposed 
campaign contributions as a matter 
of public policy, he held the opinion 
that no crime had been committed 
under the law which would warrant 
the grand jury in bringing an indict- 
ment against the officers of insurance 
companies. Still the daily press in- 
sisted that the grand jury should act. 
Mr. Jerome tried to secure an opinion 
from a local judge regarding the ques- 
tion of criminal intent. This judge 
refused to express an opinion and put 
the matter back to the grand jury. 
Mr. Jerome was determined that the 
grand jury should not indict until a 
legal opinion from some court had 
been secured relative to the question 
of crimnal intent. 

It is evident that politics had en- 
tered into the situation to a consider- 
able degree. Finally Mr. Jerome pre- 
cipitated matters by securing the ar- 
rest of George W. Perkins on the 
charge of grand larceny. Mr. Perkins 
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applied for a writ of habeas corpus 
and the case was argued before Justice 
Greenbaum of the supreme court, 
Mr. Jerome, as prosecuting attorney, 
contesting that grand larceny had been 
committed and that criwinal intent 
was shown, notwithstanding his per- 
sonal belief that this was not actually 
the case. Justice Greenbaum denied 
the writ of habeas corpus and held 
that campaign contributions were an 
illegal diversion uf company funds and 
to a certain extent criminal. The case 
was then appealed to the appellate 
division and heard before five justices 
of the supreme court. These justices 
were unanimous in the opinion that 
no criminal intent was shown in mak- 
ing campaign contributions and that 
the law in regard to larceny had not 
been transgressed. It is understood 
that District Attorney Jerome will 
appeal the matter to the full bench in 
order to have it determined by the 
highest court in the state. 

The decision, while releasing Mr. 
Perkins and freeing him from re- 
sponsibility for the commitment of 
any crime, does not cover the ques- 
tion of civil responsibility or of public 
‘policy in the making of campaign 
contributions. The former question 
can only be determined by the suit 
of a policyholder to recover from Mr. 
Perkins property claimed to be im- 
properly diverted to other than cor- 
porate uses. Such a suit would bring 
up the whole question of intent and 
purpose in the case of campaign con- 
tributions. If it should transpire 
that the executive officers were prop- 
erly empowered to make expenditures 
in the interest of the corporation and 
that this contribution was made by 
them for the express purpose of pro- 
tecting the corporation’s interests, 
then we do not see how there could 
be any recovery. But if the money 
was contributed without due authority 
and for purposes not contributing 
to the interests of the corporation, 
then recovery should be possible. 

The question of general policy 
involves all kinds of corpvurations. 


Public opinion seems to be opposed 
to the giving of money to campaign 
committees by corporations, but no 
sentiment seems to exist against such 
contributions by individuals, however 
large they may be. In other words, 
public opinion does not seem as yet to 
be very clearly developed upon the 
point of intent in the contributions 
made, or upon the danger which may 
be involved if these contributions are 
excessive from any single source. 

It has never been clear to the editor 
of the Journal why campaign contri- 
butions, if ethically correct in them- 
selves, should not be made by corpor- 
ations as well as individuals. We do 
see the strongest ground for objection 
to contributions made either by indi- 
viduals or corporations which have as 
their purpose an intention to corrupt 
and to require from the victorious 
party an equivalent which may be in- 
jurious to the body politic. The char- 
acter of the transaction is determined 
by the intent of the contribution and 
the uses to which it is put. Our fear 
is that in making this merely a ques- 
tion of contributions by corporations, 
we are not getting at the heart of the 
danger, which is corruption of the 
electorate and the repayment of cam- 
paign contributions by special legisla- 
tion or favored appointments. 

We are aware that our statement 
that it is not worse for a corporation to 
contribute to a campaign fund than 
for an individual, will be met by the 
argument that the question of trus- 
teeship is involved in the case of a 
corporation, the officers of which are 
entrusted with the expenditure of 
money which is not their own; 
whereas, in the case of an individual, 
he is spending what is his own. 

It is true that the officers of corpora- 
tions do act as trustees and are under 
certain legal obligations as such, but 
this question is not involved if the ex- 
penditure is honestly made for what 
is believed to be for the best interests 
of the corporation, for a corporation 
may be as interested as the individual 
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in having men elected to office who 
stand for certain principles of govern- 
ment action. 

It is said that these campaign con- 
tributions should not be made without 
securing the consent of the policy- 
holders in the case of a mutual com- 
pany, or of the stockholders in the 
case of a stock company. But why 
should we make a special rule for 
campaign contributions any more 


than for other expenditures of the’ 


company made by the officers for what 
they believe to be fur the best inter- 
ests of the corporation? 

It is clear that the policyholders in 
an insurance company and the stock- 
holders in a stock company may be of 
a different political persuasion from 
the party to which the contribution 
is made. But what has shades of 
political belief to do with the matter 
of corporate expenditures any more 
than with the character of financial 
investments? The officers of a cor- 
poration are entrusted with certain 
duties and responsibilities which must 
be discharged according to their 
judgment without regard to the opin- 
ions of individual members of the cor- 
poration. Itis perfectly proper for 
the members of a corporation to 
prohibit their officers from making 
campaign contributions or for the 
state by law to make such a prohibi- 
tion, thus relieving the executive of- 
ficers of any responsibility in the mat- 
ter. But this does not affect the ethi- 
cal question in the slightest degree. 

We believe campaign contributions 
to be necessary, but they should be 
for strictly educational purposes and 
they should be made cheerfully and 
voluntarily by a large number of con- 
tributors rather than limited to a 


comparatively small number of large 
contributors. A large contribution 
from a single source almost inevitably 
creates a sense of obligation which it 
is difficult to overcome. Small con- 
tributions from a large number of 
people, equalling the sum now re- 
ceived from single sources would 


make campaign managers independent 
of special interests. So far as we are 
concerned, it is unimportant whether 
these numerous small contributions 
come from individuals or corpora- 
tions. We look upon every election 
as an educational force in the uses 
andabuses ofdemocracy. The parties 
making the contests need money; it 
is proper that they should have it. 
Those who do the work should be 
liberally supported. But unless there 
is a sufficient number of small con- 
tributors to insure this support, the 
campaign managers will always rely 
upon the few large contributors. 

This is the real source of danger, 
and we shall not obtain any good out 
of the present agitation if this. point 
does not come home to the people of 
this country. They must not rest in 
their denunciation and restriction of 
corporations, but the loyal members 
of the different parties must them- 
selves assume the responsibility of 
supplying their campaign managers 
with the necessary funds. If $2,000,- 
000 is necessary for this purpose it is 
better that two million people should 
contribute one dollar apiece than that 
ten thousand should contribute $200 
apiece, or that one million dollars of 
the necessary fund should be contrib- 
uted by fifteen or twenty people. 


CONDITION OF THE NEW YORK LIFE. 


The public accountants, who have 
been for months engaged in making 
an examination of the accounts of the 
New York Life, report under date of 
May 15 that they have completed their 
audit and find that assets on Decem- 
ber 31, 1905, upon a conservative valu- 
ation, amounted to $43,788,015, and 
that after deducting all liabilities, in- 
cluding the legal reserve, the balance 
remaining for distribution is $54,047,- 
176. The assets allowed by the ac- 
countants exceed by nearly three mil- 
lions those claimed by the company 
December 31, 1905; the surplus by $1, - 
212,000. 
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THE INSURANCE SITUATION AS VIEWED BY A GENERAL AGENT. 





CHARLES E. TOWNSEND BEFORE THE BOSTON LIFE UNDERWRITERS’ ASSOCIATION. 


We are without question passing 
through troublous times, but nothing 
great has ever been accomplished in 
this world without a revolution, and 
from this one we shall most certainly 
emerge to a brighter and more glori- 
ous future. We have been confronted 
during the past year with a condition 
that has never before existed in our 
business, but already there are signs 
that things are quieting down and that 
our friends, the newspapers, are find- 
ing other matters to occupy their 
attention, besides finding fault with 
everything connected with our busi- 
ness. 

It has seemed surprising sometimes 
to note with what venom we have 
been attacked. and itis very hard to 
bear when one is conscious of having 
done the best he could for his policy- 
holders as well as for his company. 
Opinion may differ, and good men do 
disagree about the plans of life insur- 
ance, but all agents stand fast on the 
grand principles and we know that a 
man can get his money’s worth on 
any particular policy he buys, whether 
it be non-participating, annual or ac. 
cumulative dividend. We also know 
that all the regular companies are 
solvent and safe. 

The idea of having a uniform policy 
contract does not appeal tome. The 
multitude of present forms have grown 
out of the desire of the individual to 
have contracts written which will fit 
his own particular needs. The new 
policy form which has been proposed 
for us will, I think, be harder to un- 
derstand than many now issued by 
the standard companies. As faras I 
have looked it over, it seems to be the 
reverse of simple, and I doubt if the 
ordinary layman will understand it as 
well as the average policy which is 
sold today. 

Asa fair illustration of what the 
average man knows about his policy, 


even if thoroughly explained to him 
at the time he purchases it, I will 
quote the case of a man who called 
upon me desiring to change his con- 
tract from the ‘‘accumulative’’ to the 
annual dividend plan. The news- 
papers had disturbed him seriously 
and he was most severe in his criti- 
cism of the deferred dividend system, 
but upon investigating the matter and 
looking up his policy, I found that it 
was already an annua] dividend con- 
tract with two years’ dividends to its 
credit. 

Regarding the long-suffering and 
much-abused solicitor, it sometimes 
seems as though a determined effort 
has been made to drive him out of 
business, and yet I question most seri- 
ously if, after all, the public would 
not miss his earnest face and his 
cheerful greeting. It was proposed to 
allow an ordinary agent to earn as 
much as about $400 a year, but under 
the legislation as passed it may now 
be possible to earn more than this 
amount by persistent hard work, al- 
though of course our incomes must be 
reduced under the new system of com- 
pensation. 

It is now proposed to fix commis- 
sions by law, and while we are bound 
to submit to existing conditions, it is 
stilla little hard, I think, to under- 
stand why this should be done, as I 
know of no other line of business that 
is so limited. I do not think that fire, 
liability, accident and other kinds of 
insurance are discriminated against 
in this way, and it seems unfair to 
the life agent to have his earnings re- 
duced when it does not appear that 
they have been excessive in the past. 

I have never heard of any law to 
regulate the fees of attorneys which 
are usually left for them to decide 
themselves, and which are quite often 
adjusted on the basis of‘‘How much 
have you got?”’ I have at times wished 
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that the fees of an attorney were lim- 
ited, and that it was possible for me 
to know in advance just how much I 
had got to pay for services rendered. 

Another thing,—a lawyer gets paid 
whether he wins his case or not. A 
physician gets his fee if the patient 
lives or dies, but the poor, down- 
trodden insurance agent gets nothing 
until the sale is actually accomplished, 
and in every case lost in competition 
or rejected by his company, his re- 
muneration is conspicuous by its ab- 
sence. Healso has to pay his own 
running expenses, while even the 
travelling salesman charges these up 
to his firm, and sometimes with a 
*‘loading”’ in addition! 

It has been claimed by some very 
intelligent gentlemen that the public 
will be justas well off without the 
solicitor, but I have yet to see it dem- 
onstrated except on paper. Theoreti- 
cally, people ought to buy life insur- 
ance, and in fact, form in line for the 
express opportunity of so doing, but 
the experience of the world at large 
does not indicate any great success by 
the few companies who do not employ 
agents. 

It takes a good man to sell our 
goods, as he must be up-to-date and 
have a large fund of general informa- 
tion, acquired in every way possible, 
and also great adaptiveness, which is 
most essential to success. I knowa 
good deal about the life insurance 
agent. I think I have seen all varie- 
ties of the species, and I have never 
met his equalin resourcefulness, in- 
telligence and the ability to snatch 
victory from defeat. 

I have seen him writing an applica- 
tion on a man who never even meant 
to be examined. I have seen him in- 
sure men countless times who did not 
want any insurance but who finally 
were persuaded. I have known of his 
insuring a blacksmith, writing his ap- 
plication on his own anvil,—and on the 
same day collecting a check from a 
bank president in his own private office. 
I have seen him work himself almost 


to death to get up proofs of death for 
a poor widow when all she had in the 
world was the policy which he had 
coaxed her husband to buy, much 
against his wishes. 

The agent isa good politician, for 
he has to be. Ihave known of his 
working early and late for many days 
to get an application only to have his 
hopes dashed at the last by the medi- 
cal department. He is ‘‘all things to 
all men!’’ I do not believe his tact 
and enterprise can be equalled by any 
other living salesman. For instance, 
—who other than a life insurance 
agent could have sold insurance at all 
during the past yearin the face of 
what we have been forced to meet? 

There has been much said about 
what is right and what is necessary, 
but opinions differ on this point, and 
I think the men best able to judge are 
those who are experts in the business 
and not the men who have only a 
superficial or theoretical knowledge 
at best. A man recently called upon 
me and tried to tell me how my com- 
pany should be run, and after he had 
finished his argument, I asked him 
what his business was. He said that 
he was an architect. I then asked 
him who would be capable of criticis- 
ing the structure of a large building, 
—a skilled architect or contractor, or 
aman who knew nothing whatever 
about the principles of construction. 
He had to admit that I had ‘‘scored’’ 
and as he did not know what kind of 
policies he had himself, although he 
was insured in three companies, it ap- 
peared tome that his remarks were 
rather weak, and he was hardly ina 
position to give an intelligent opinion 
on the running of life insurance com- 
panies. 

It sometimes seems as though the 
press is more anxious to find some- 
thing wrong than it is to find some- 
thing right, which seems to be most 
unfair; and at times insinuations 
have been made of big frauds and 
scandals that were going to happen 
in order to get up a sensation, but of 
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course, these things could be denied 
the next day and no one harmed! 
President Roosevelt believes in every 
man having a square deal and I am 
sure that the life insurance people to- 
day would appreciate this sentiment 
most heartily. One prominent news- 
paper has headed almost every edi- 
torial for a year with the name ofa 
certain life insurance company, the 
article always being written in the 
way of acriticism, but in many cases 
of some other company than the one 
mentioned and attacked. This does 
not seem exactly like ‘‘ Peace on earth, 
good will towards men,’’ nor does it 
approach the fairness with which we 
feel we ought to be treated as Ameri- 
can citizens. 

It has been stated that ‘‘Indiscrimi- 
nate comdemnation is as bad as indis- 
criminate approbation’”’ and that ‘‘The 
liar is not whit better than the thief.’’ 
There is a gentleman not very far 
from Boston, who, I think, claims 
some fourteen millions of cold money 
as his own earnings secured in what 
are Called ‘‘deals.’’ He evidently be- 
lieves that life insurance agents should 
not be allowed to exist, and yet he 
does not return the fourteen millions 
to the public from whom it has been 
‘‘extracted.’’ But I have never yet 
known an agent possessing fourteen 


millions of money asa result of his 
work. J have known agents possess- 
ing $14 and sometimes 14 cents. 

Again quoting from a big man’s 
words, ‘‘In addition to honesty we 
need sanity.’’ The benefits of life in- 
surance have been spread by the 
agent. The hundreds of millions of 
death claims which have been paid 
within a few years are the result of 
his persistent and intelligent work; 
the thousands of satisfied policyhold- 
ers have reaped the reward of his 
foresight through this same work, 
and he certainly should have the 
credit due him. 

It is pleasant, however, to notice 
that the public is still buying life in- 
surance in spite of the various points 
of view from which it is regarded. 
Therefore let us look forward to the 
time when the public will be fair 
towards life insurance and the life in- 
surance agent, when the Press will 
give us a square deal, when we our- 
selves will do our duty to the public 
as watch-dogs of our policyholders, to 
our own individual companies and to 
each other in accordance with the 


sentiment of the universal brother- 
hood of man, when the rebater shall 
have passed, and the ‘‘twister, ’’who 
robs not only his fellow agent of the 
reward of his work, but the policy- 
holder as well,—shall be no more. 





TO DO BUSINESS WITHOUT SOLICITING AGENTS. 





We find the following interesting 
communication in the Boston Herald: 
To the Editor of The Herald: 

A bill is before the legislature for a charter for 
the Bay State Mutual Life Assurance Society, 
and the insurance committee has recommended 
that it should be referred to the next General 
Court. It isarelief measure—its purpose be- 
ing to provide life insurance at cost, selling over 
the counter, and entirely changing the agency 
system. 

It should be tried at this time while the public 
mind is attracted to life insuranee matters. The 
gentlemen associated for this purpose are ready 
to try this plan upon a basis that should bea 
credit to Massachusetts. They are to organize 
without profit to any one, and make provisions 
to retire the capital at cost as soon as possible 


from profits of the business; and they hold the 
same intentions and motives that characterize 
and guide the conduct of our savings banks. The 
bill should be passed now while the need for it 
is patent, and thus give Massachusetts the chance 
to try this plan for the good of its people. 

The guiding motive and intention of this so- 
ciety is not to make money, but to bring com- 
fort and safety to the insured. Our savings 
banks are a monument to the wisdom of our 
forefathers, and we hope to follow in their foot- 
steps. H. L. Higginson. 


Mr. Higginson is one of the fore- 
most citizens of Boston and a philan- 
thropist of the very best type. The 
Bay State Mutual is the new name for 
the American Life Insurance Com- 
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pany to which we have previously re- 
referred when we placed ourselves in 
accord with Mr. Higginson’s idea that 
this philanthropic proposition should 
be given a fair trial. 

Mr. Higginson and other eminent 
Bostonians interested in this purpose, 
are possessed of the idea that a life 
insurance company can be organized 
and conducted similar to a savings 
bank. It may be tbat their hopes will 
prove well founded, but there is one 
fundamental point of difference be- 
(ween a savings bank and a life insur- 
ance company. One man placing his 
savings in a stocking constitutes a 
savings bank; but one man placing an 
annual premium in a stocking does 
not constitute an insurance company. 

No man can insure himself. To 
make an insurance company it re- 
quires a large group of lives to es- 
tablish the necessary averages and 
keep down the cost. A savings bank 
can wait for its depositors to come in, 
and it isa savings bank as soon as 
the first man puts in his money. But 
a life insurance company cannot wait 
for its premium payers, but must se- 
cure enough insurable lives to make 
life insurance possible. This group 
of lives cannot be procured or inter- 
ested to come into the corporation ex- 
cept by solicitation. 

When the organizers of the Bay 
State Life say they will do business 
*fover the counter,’’ they do not mean 
they will actually do that, for the pro- 
moters will be interested as investors 
or philanthropists in soliciting and 
inducing their friends to become mem- 
bers of the company. 

They will either have to do this, or 
advertise that they propose to do bus- 
iness at less initial cost than other 
companies. Inthe one case they must 
solicit; in the other spend an amount 
of money equivalent to what could be 
paid in agents’ commissions. 

If the new company is to do busi- 
nes by advertising instead of solicita- 
tion it merely transfers the cost which 
is criticised from the agents to the 
newspapers, magazines and other ad- 


vertising mediums. Ifthe solicitation 
is done by the friends of the stock- 
holders and projectors the ‘‘counter 
business’’ will not be large and in any 
event is not likely to be brought 
within the reach of the people really 
in need of life insurance at the lowest 
possible cost. 

It is noteworthy that this suggestion 
as toa company doing business over 
the counters without agents, comes 
from those outside of life insurance 
and not familiar with its actual prin- 
ciples or with its practical methods of 
transaction. Now progress or im- 
provement in any business or in any 
method of doing business is not 
usually made inthis way. It comes 
asarule through the initiative and 
force of some one who has had pre- 
vious experience within the business 
itself, and who from his knowledge 
and experience is enabled to adapt and 
bring about changes which represent 
actual progress and practical reform. 

The development of savings banks 
and life insurance companies has 
been governed by different economic 
causes, and yet it may be that eminent 
men with plenty of money, Jike Mr. 
Higginson and his associates, can 
change the whole drift of tendencies 
in life insurance and compel the at- 
tention of enough people to make a life 
insurance company without solicita- 


tion. 

They should at least be given the 
opportunity to make the trial. Un- 
less they are given the chance it will 
never be known whether the plan is 
feasible or not. If it fails then we 
shall know that it fails from funda- 
mental causes and not because of mis- 
management. In other words, the ex- 
periment can be given its trial under 
the most favorable auspices in Massa- 
chusetts in the hands of the men con- 
cerned. 





MUST USE NEW YORK STANDARD FORMS. 


Attorney-General Mayer of New York holds 
that outside, as well as domestic, companies 
must use the standard policy forms recently 
adopted by the New York legislature. It was 
not so intended in the passage of the law but 
failure to repeal an existing law has caused the 
difficulty. 
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WHERE MASSACHUSETTS STANDS ON INSURANCE REFORM. 


Disinterested Commission Reports Upon Current Questions — Disagrees with New York 
Legislation on Many Points—Commission’s Review the Sanest Yet Produced. 


The special insurance commission 
appointed by Governor Guild of Massa- 
chusetts, under an enactment passed 
upon his recommendation, has ex- 
amined into the insurance laws of the 
state and made suggestions regarding 
recodification. But the most impor- 
tant and interesting part of its work 
is the consideration given to the 
recommendations of the Armstrong 
committee and the consequent legisla- 
tion, as well as of those of the Chicago 
convention of insurance commission- 
ers and other state officers. 

As a result of this analysis the com- 
mission makes recommendations to 
the governor regarding legislation 
which, in its opinion, should or should 
not be enacted in Massachusetts. This 
work of the commission is the most 
important vet offered to the public. 
since the commission is composed of 
men outside the business and its rec- 
ommendations come out of the calm, 
after-consideration given to events 
evolved from a period of tense public 
excitement. 

None of the members of the com- 
mission can be charged with undue 
bias towards life insurance. It com- 
prises John L. Bates, ex-governor 
of Massachusetts, William Whitman, 
a manufacturer, member of the _ fa- 
mous Equitable policyholders’ com- 
mittee of Massachusetts and now a 
director of that company, and Fred- 
erick H. Nash, ex-assistant attorney 
general of Massachusetts. All are 
capable from their experience and 
position of giving the matters re- 
viewed a distinctively judicial consid- 
eration The commission points out 
that a number of the measures rec- 
ommended by the Armstrong commit- 
tee and the Chicago conference are 
already embodied in Massachusetts 
law. Some of the recommendations 


made the commission recommends 
for adoption; others it rejects. We 
will review briefly the conclusions of 
the commission upon the various 
points. 

1. Registration of Legislative coun- 
sel and Agents:—Already covered by 
Massachusetts law. 

2. Valuation:—Rejects both the 
preliminary term valuation and ‘‘se- 
lect and ultimate,’’ and recommends 
adherence to the present standard of 
net valuation. 

3. Publicity:—Insurance commis- 
sioner of Massachusetts has power to 
require companies to file statements 
covering all the items recommended 
in the Armstrong law and endorsed 
by the Chicago conference, but an 
amendment is recommended to the 
present law making the filing of such 
statements compulsory, except as to 
the ‘‘select and ultimate’’ margins, to- 
gether with answers to any additional 
inquiries which the commissioner may 
require. 

Gain and Loss Exhibit Advised. 

In addition the commission recom- 
mends the use of a gain and loss ex- 
hibit. While recognizing that such 
an exhibit may be used by unscrupu- 
lous insurance agents asa means of 
unfair comparison of items essentially 
unlike, yet it feels the advantages to 
be gained outweigh these evils, which 
can be minimized. 

The present law is_ sufficient to 
cover examinations under oath and 
at the instance of policyholders, five 
or more of whom can request an ex- 
amination of the insurance depart- 
ment. 

4. Officers and Directors not to be 
Pecuniarily Interested in Transac- 
tions of the Company:—Present law 
prohibits officers and members of in- 
vestment committees from receiving 
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anv benefit on account of loans made 
by or in behalf of the company. But 
an amendment is recommended pro- 
hibiting an officer or director from 
being pecuniarily interested in any 
purchase by the company or sale to it 
of any property. 

5. Policy of Insurance to Contain 
the Entire Contract. Statement of 
the Insured to be Representations 
and not Warranties:—Already a part 
of the Massachusetts laws. 


6. False Estimates and Misrepre- 
sentations Prohibited : — Massachu- 
setts law requires the face of the pol- 
icy to define truthfully its character. 
Recommended in addition that offi- 
cers and agents be prohibited from 
circulating estimates or illustrations 
misrepresenting the benefits prom- 
ised by the policy. 

7. Policyholders to Have the Right 
to Bring Suit Directly Against the 
Company:—Amply covered in  pres- 
ent law. 

8. Prohibition of Assessment In- 
surance Other than Fraternal:—Al- 
ready a law in Massachusetts. 


Different Conditions in Massachusetts. 


9 Regulation of Companies of 
Other States: — Should not be at- 
tempted. Enforced publicity and 
high standard of valuation all that is 
necessary. The evils of divergent 
laws can be minimized only by each 
state seeking to secure the highest 
perfection in its own corporation laws. 
The commission states that in Massa- 
chusetts ‘‘we have different material 
for our consideration than that which 
led to suggestions for reform in New 
York.”’ 

10. Organization of Life Insurance 
Companies:—Recommends departure 
from policy of authorizing new com- 
panies under special charter only. 
The commission says, ‘‘We are con- 
vinced that the legislature may safely 
satisfy the demand for a general law 
by laying down rules to insure the 
soundness and good faith of the en- 
terprise, and by vesting discretionary 


power with the insurance commis- 
sioner to pass upon those matters be- 
fore authorizing the company to be- 
gin business. Public interests will 
be better served by stringent general 
regulations applying to all new en- 
terprises of this character than by 
the varying restrictions of spec‘al 
legislation.’’ 


Organization of New Companies. 


A general law is therefore recom- 
mended allowing companies to or- 
ganize on the mutual plan with a 
guaranteed capital of not less than 
$100,000 paid in in cash (which shall 
not be charged as a liability) upon 
which the stockholders may receive 
dividends of 8 per cent. if the surplus 
is sufficient to pay the same, the capi- 
tal to be retired whenever the sur- 
plus remaining after said retirement 
shall be not less than 10 per cent. of 
the reserve and not less than $100,000 
in any event. Before the company 
can do business it must satisfy the in- 
surance commissioner that at least 
500 persons in good health have ap- 
plied for level premium policies aggre- 
gating at least $1,000,000, and have 
each paid to the treasurer of the com- 
pany one annual level premium in 
cash. 

Stock companies may be organized 
and begin business with a cash capital 
of $200.000 and a cash surplus of at 
least $100,000. 


11. Choice of Directorsin Mutual 
Companies : — The commission does 
not favor either the Armstrong plan 
or that advocated by the Chicago con- 
ference. It says, ‘‘We doubt whether 
the policyholders in any company af- 
fected by the complicated provisions 
of the New York law, or of laws which 
may be enacted elsewhere relative to 
a representative form of government, 
will avail themselves to any great ex- 
tent of these privileges.’’ It cites the 
efforts of Mr. Cleveland and his fellow 
trustees of the Equitable Life to se- 
cure an expression of policyholders’ 
opinion as to choice of directors, as 
one illustration of this inertia. 
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Printing of Poliey Lists Opposed. 

The commission also says it is con- 
vinced ‘‘that evils attending the pub- 
lication of lists of policyholders open 
to everybody’s examination outweigh 
any possible good therefrom and that 
the policyholders themselves, whose 
welfare the law should serve, do not 
desire such publication.’’ The filing 
of this list, not asa public document, 
would, in the opinion of the commis- 
sion, place upon the insurance com- 
missioner a responsibility in deter- 
mining who should be allowed to see 
it which he should not be called upon 
to bear. 

The commission reaches this con- 
clusion, viz: ‘*‘The general experience 
of all mutual companies indicates that 
action by the policyholders cannot be 
relied upon for their continued pro- 
tection.’’ While the commission rec- 
ognizes the desirability of permanence 
in the management it contends that 
the rights of policyholders should not 
be jeopardized by the extra hazard in- 
volved in the companies being man- 
aged by self-perpetuating boards of 
directors. This would not be possible 
if the policyholders distributed all 
over the world could be depended 
upon to keepin the board directors 
who felt themselves responsible di- 
rectly to the policyholders and not to 
any other influence. 

The commission believes that. in 
view of the inertia of policyholders 
the governor can make certain, with- 
out the action of policyholders, that 
there shall always be on the board of 
directors one or more who shall be 
entirely independent of the dominant 
force in the organization, and thus in 
a measure reduce possible evils aris- 
ing from a self-perpetuating board. 
To accomplish this it proposes legis- 
lation requiring the governor to ap- 
point two directors to serve upon the 
board of every mutual life insurance 
company hereafter organized, and of 
every existing company which shall 
accept the provisions of the act em- 
bodying sucha provision. This would 
be in accord with the established pol- 


icy of the state in respect to certain 
other quasi-public corporations. 


Deferred Dividends Must Go. 


12. Distribution of Dividends:—The 
commission is opposed to any rule re- 
quiring directors to distribute an- 
nually all but an amount equal to one 
or two per cent. of the reserve liability, 
believing that this trenches too near 
the line of insolvency. There should 
be flexibility in the surplus accumu- 
lations in order to allow companies to 
pay substantially uniform rates of 
dividends year after year. It would 
be better to have the contingent re- 
serve vary than the dividends. The 
limitations as to surplus accumula- 
tions adopted in New York are re- 
jected, but it is recommended that the 
former Massachusetts law, limiting 
surplus to ten percent. of the reserve, 
(not counting as surplus the excess of 
market value over par of bonds) shall 
be re-enacted. 

The commission is opposed to the 
deferred dividend policy on account 
of the evils which have arisen from 
maintaining a ‘‘large blind surplus.”’ 
It holds that the simplest and best 
way to compel an accounting and 
actual annual distribution is to abolish 
the deferred dividend system alto- 
gether. ‘‘Destroy the root of the 
evil rather than prepare experimental 
medicines to cure the results of that 
evil.” A law is recommended pro- 
hibiting deferred dividend policies 
after January 1, 1908, and with re- 
spect to existing deferred dividend 
policies of foreign and domestic com- 
panies that there be an immediate uc- 
counting, an annual statement and 
provisional apportionment of surplus 
t> each class of policyholders, and the 
aggregate so apportioned charged as 
a liability against the company. 

Regarding the method of determin- 
ing dividends on the contribution to 
surplus plan, the commission recom- 
mends a change in the law making it 
clear that each company has the 
right to determine for itself as to 
when the equities require the begin- 
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ning of dividend payments upon new 
policies, each company being required 
to reportin its public statement its 
method of distributing surplus. 


Limit of Agents’ Commissions Disapproved. 


13. Expenses :—The commission be- 
lieves that the effect of the New York 
law limiting expenses will be either 
to limit arbitrarily agents’ remunera- 
tion or to increase the cost of insur- 
ance. The New York theory that 
older policies ought not to be charged 
with the expense of getting new busi- 
ness is rejected by the commission, 
which says that the access of new and 
healthy risks is a benefit to old policy- 
holders who should therefore share 
in the cost of securing them. The 
administration of the company should 
be free to determine how much shall 
be paid for new blood and this detail 
of management should not be assumed 
by the state. If the recommendations 
in regard to annual dividends and 
publicity are adopted the commission 
believes that Massachusetts compa- 
nies will not in the future be tempted 
to depart from the conservative 
methods which have characterized 
them in the past. 

14. Companies Issuing Participat- 
ing Policies not todo a Non-participat- 
ing Business :—The commission agrees 
with the New York law and the 
Chicago conference that mutual com- 
panies should not issue stock policies, 
but it also recommends that stock 
companies should be prohibited from 
issuing participating contracts. 

15. Limitation of Amount of Busi- 
ness:—As Massachusetts companies 
have not yet reached, and seem not 
likely soon to reach a point where 
their accumulations are a menace and 
too vast for economic administration, 
the commission recommends that 
there be no recommendation in Massa- 
chusetts limiting the amount of new 
business. 

16. Rebates, Prizes and Bonuses :— 
The commission does not favor punish- 
ing the receiver of a rebate as well as 
the giver, because it will make the 


obtaining of evidence more difficult 
than at present. It does not favor 
making a rebated policy void. The 
New York law prohibiting bonuses 
and special rewards based upon in- 
surance written is recommended for 
enactment. 
Restricted Investments Lower Interest. 

17. Investments:—The commission 
points out that the New York law in 
restricting investments of companies 
of that state had to deal with condi- 
tions peculiar to those companies. 
These conditions do not exist in Massa- 
chusetts corporations. Therefore the 
question of restricting investments 
is ‘‘purely academic.’’ The commis- 
sion believes that the restriction of 
investments to certain classes of prop- 
erty or securities is likely to prove 
harmful, raising their price and mak- 
ing it more difficult to earn the rate 
of interest which must be earned to 
mature the policy. There isa marked 
distinction between savings banks and 
lifeinsurance companies. The former 
pay depositors such interest as they 
earn; the latter is required to earn a 
certain rate of interest in order to 
compound its reserve. The only re- 
striction therefore which the com- 
mission recommends is that invest- 
ments in the stocks of any one com- 
pany be limited to ten per cent. of the 
capital, and thatinvestments on loans 
not first authorized by the board of 
directors or by a properly authorized 
committee, should be prohibited. This 
will be in accord with the present 
methods of Massachusets companies. 

18. Salaries, Vouchers:—The New 
York rule requiring salaries of more 
than $5,000 to be authorized by the 
board of directors, restraining salary 
contracts to 12 months, prohibiting 
pensions and requiring vouchers for 
all disbursements over $100 is recom- 
mended for adoption, being in accord, 
the commission is informed, with the 
present practice in Massachusetts. 

Standard Forms Will Check Improvements. 


19. Standard Forms of Policies :— 
The commission opposes the standard 
form of policy, mainly for the reason 
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that it would check the competition 
among the companies which has 
brought about steady progress in 
liberality to the insured. The stand- 
ard policy will, in its opinion, effectu- 
ally prevent zeal for improvement 
and prove a detriment to policyhold- 
ers. It believes, however that ‘‘cer- 
tain provisions should be standardized 
and that the companies be left free to 
adopt policies containing any further 
provisions not inconsistent with those 
required by law’’. 

The provisions to be standardized 
are (1) thirty days of grace; (2) incon- 
testability for non-payment of pre- 
miums after one or two years; (3) 
tables showing paid-up and cash sur- 
render values in every year after the 
third, and also the options of extended 
insurance; (4) requiring mailing of 
notice of due date of premium at least 
15 and not more than 40 days prior to 
said due date. 

20. Surrender Values:—The com- 
mission is convinced that it is inequit- 
able to compel a surrender value be- 
fore the third year under present con- 
ditions, but if, as the result of pend- 
ing reforms, the initial expenses shall 
be reduced, then it will be proper to 
consider an earlier surrender value. 
The rule of surrender value adopted 
in the New York law is not approved. 

21. Political Contributions: — The 
New York law should be adopted. 
Corporations have not the direct per- 
sonal and moral responsibility of in- 
dividuals and activity in politics does 
not seem to be within the ordinary 
scope of their business, not necessary 
to the purposes for which they are 
created, or desirable from the stand- 
point of sound public policy. Politi- 
cal contributions are beyond the 
functions of the officers of corpora- 
tions who should not be allowed to 
impose their political views upon a 
constituency of divergent convictions. 


Independent Audit of Accounts. 


22. Auditing and Accounting:— 
Upon this point the Massachusetts 
commission makes important recom- 


mendations not embodied either in 
those of the Armstrong committee or 
the Chicago conference. The commis- 
sion points out that the recent investi- 
gations in New York showed an un- 
scientific and inefficient system of in- 
ternal accounting, bookkeeping and 
auditing, and a superficial and inade- 
quate examination of companies by 
the insurance department of that 
state. Individual honesty and fidel- 
ity cannot be secured by legislation, 
but checks may be provided tending 
to expose breaches of duty and enab- 
ling the upright in management to 
oust or restrain the wrong doer. 

These checks, in the opinion of the 
commission, cannot be adequately 
provided even under the administra- 
tion of a most efficient insurance de- 
partment .such as is maintained in 
Massachusetts. It believes that in- 
surance companies should be com- 
pelled to submif to an independent 
auditing by public accountants. To 
secure this it recommends the estab- 
lishing of a state board of accountancy 
which shall regulate the business of 
certified public accountants, who 
should, under the law, make quarterly 
audits and reports to the directors 
and trustees of the company. The 
annual reports to the insurance de- 
partment should also be certified by 
said accountants. 

23. Directors:—It is recommended 
that in the case of mutual life insur- 
ance companies at least two-thirds of 
the directors be citizens of Massachu- 
setts. The commission does not favor 
the New York idea of prohibiting di- 
rectors from serving life insurance 
companies if they are on the boards 
of other corporations. 

24. Accounts of Indastrial Compa- 
nies:—An important new recommend- 
ation by the commission suggest sep- 
aration in the accounts of the compa- 
nies doing both industrial and ordi- 
nary business. This recommendation 
relates both to domestic and other 
state companies. It will involve 
keeping separate books of accounts 
for the two departments, general ex- 
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penses of administration being appor- 
tioned ratably to the volume of busi- 
ness in each department. 





Comment by the Editor. 








In concluding its admirable report 
the commission says ‘‘All the prob- 
lems dealt with are subjects of con- 
troversy and we cannot expect that 
our findings will meet with universal 
favor. We have, however, given to 
the subject our best thought and been 
aided by conferences and hearings 
held by the committee on 36 days, and 
we believe that our conclusions are 
substantially in accord with the sound 
judgment of conservative students of 
life insurance.”’ 

This is unquestionably true. The 
recommendations certainly represent 
the sanest conclusions which have 
yet been produced out of recent up- 
heavals. They are necessarily so be- 
cause Massachusetts is dealing with 
the problem of its own companies, 
and because the commission has been 
in the fortunate position of being able 
to weigh and sift all that has been 
previously said and done. Its recom- 
mendations we believe will govern 
very largely in influencing subsequent 
legislation in Massachusetts. It makes 
more evident the Journal’s prediction 
that neither the New York Law nor 
the recommendations of the Chicago 
conference will serve as models for 
insurance legislation in other states. 

We cannot agree in every detail 
with the commission’s statement of 
conditions or its recommendations. 
We doubt the wisdom of prohibiting 
deferred dividend policies where an- 
nual accounting is required, and es- 
pecially if the surplus is to be charged 
as a liability. It seems to us also that 
the appointment of two directors of 
mutual companies by the governor 
will tend to interject an undesirable 
strain of politics into the business. It 
will depend, of course, upon how 
these appointments are regarded and 
whether they are sought by those 


having special designs or accepted as 
honorary appointments. 

The new recommendations made by 
the commission in regard to public 
accountants and the separation in the 
accounts of industrial companies, 
seem to be excellent. 

Its stand in regard to net valuation 
shows that Massachusetts does not 
propose to be swept off her feet in re- 
gard to this vital question. The com- 
mission very clearly expresses the 
fundamental objections to using any 
portion of the reserve for expenses 
by the device of preliminary term 
valuation or ‘‘select and ultimate.’’ 

‘*Preliminary term valuation,’ says 
the commission, ‘‘is a step toward 
gross valuation, a method of testing 
solvency which has led to disaster, 
while the ‘select and ultimate’ adupted 
in New York is a shorter step in the 
same direction.’’ Regarding the lat- 
ter the commission says: 

We feel that this method of bookkeeping is 
particularly unsafe for new companies, the start- 
ing of which it is designed to aid; because, while 
in the average of first-year policies the mortality 
may be 50 per cent. less than in the average of 
insured lives, as estimated in the select and ulti- 
mate tables, assuming the correctness of those 
compilations, it is not uncommon for the mor- 
tality in a bad year to exceed this estimate. 
Consequently, a new company, having the mis- 
fortune to strike a bad year or two at the start 
of its business, might find itself insolvent before 
reaching the good years. We deem it inadvis- 
able to encourage the spending of surplus before 
it is attained. 

We believe that Massachusetts should not 
yield the position of highest standard by adopt. 
ing either the preliminary-term method or the 
compromise, which has at present the sanction 
of New York. The effect of this diversity of 
law will be that the preliminary-term life insur- 
ance companies may be admitted to other states 
than New York and Massaehusetts, and that 
certain other companies may pass the test of tLe 
New York valuation, though below the standard 
required by Massachusetts. This can do no 
harm to the citizens of our Commonwealth. 

As for new companies that may be organized 
in Massachusetts, we believe it wiser that the 
expenses of new business be paid out of actual 
surplus, raised at the start, rather than out of 
that part of the net reserve which it is hoped 
may become surplus. 

Massachusetts will therefore con- 
tinue t> set the standard of valuation 
for the country at large. It will fur- 
nish the highest test of financial se- 
curity and companies which cannot 
comply therewith will suffer in pres- 
tige and business throughout the 
country. 
































What Is the Use... 


of saying ‘‘ the best company ”’ 
or ‘‘ the strongest company ”’ 
or ‘‘ the largest company '’’ ? 


They are all these things. 
We say simply 


The Penn Mutual 
Life Insurance Company 


OF PHILAVELPHIA. 
ORGANiZED 1847. 


That Tells the Whole Story. 








UNEXCELLED IN 


Favorable [lortality 


--AND.. 


Economy of [Management. 


The Provident Life 
ed Trust Company 


OF PHILADELPHIA. 


Rates of Premium Extremely Low 


and still further reduced by 
Annual Dividends. 





Incorporatei Under tre Laws of Massachusetts. 


The Colaniten 
National Life Insurance 


Company 
...» BOSTON, MASS. 
PERCY chanaia, President. 


FRANKLIN W. GANSE, 
Vice-President and Director of Agencies. 


WILLIAM H. BRCWN, Secretary. 





Exceptional Inducements 
are 

Offered Intelligent 
and Reliable Men 


to enter the service of 


The Mutual Life 
INSURANCE COMPANY OF NEW YO«nK 


It is the largest and best Company in the world 
and the must satistactury Company to represent 


Applications may be sent to 
GEORGE T. DEXTER 
Superintendent of Domestic Agents 


32 Nassau Street New York City 





1860 6th Year 1906 


HOME LIFE 


Insurance Company of New York. 
GEORGE =. IDE, President. 
Assets, $17,886,594.88 Liabilities, $16,457,194.41 


Including tividend-Endowment + und) 

Dividend-Endowment Fund, (Deferred Dividends) $1,453,907.00 
Contingent Fund - - - - - 225,000 00 
1,204,400.47 


Net Surplus - ° ° 
79,775,340.00 


Insurance in Force - . . . - 

The Home Life supplied one of the marvels of the present inves- 
tigati»-n—an insnrance company without any obvious scandals, 
N. Y. Tribune, 12-12-05, 

Mr. Hughes’ inquisition was not less searching than before, but 
the officerr of the Home Life Insurance Company apparently sur- 
vived it unscathed, N. Y. Herald, 12-12-05. 


Detail Statement furnished upon request. 





The attention of Reliable Agents in search 
of desirable contracts is called to the 


JOHN HANCOCK 


MUTUAL LIFE INSURANCE COMDANT 


OF BOSTON 


S. H. RHODES, President. 

ROLAND O. LAMB, Vice-President. 

WALTON L. CROCKER, Secretary. 
None but the best forms of Life, Endowment, Term 
and Instalment Policies issued. See our Optional An- 
nuity Policy. Good Agency contracts to the right men. 

FRANCIS MARSH, 
Manager for Eastern Massachusetts, 

John Hancock Bldg. - 178 Devonshire St. 





“The Leading Fire Insurance Company of America” 


wit. B. CLARF .esident. 





THE METROPOLITAN 
LIFE INSURANCE CoO. 


(Incorporated by the State of New York) 
The Leading Industrial Insurance Company in America.’ 


Pays over 395 Death viu.ms Day. 
Insurance in force of over $1,596,509,769 


Permanent, Profitable, and Pr. gressive Employment. 
AGENTS WANTED. 


Any honest, capable and industrious man, who is 
willing to begin at the bottom and acquire a com- 

lete knowledge of the details of the business by 

iligent study and practical experience, can, by dem- 
onstrating his capacity, establish his claim to the 
highest position inthe field. It is within his certain 
reach The opportunities for merited advancement 
are unlimited. All needed explanations will be fur- 
nished upon application to the Company’s Superin- 
tendents in any of the principal cities, or to the 
Home Office, No. 1 Madison Avenue, New York City. 



































YOUNG MEN—MAKE MONEY 





There are opportunities 
to represent a big, sound 
up-to-date Life Insur- 
ance Company in a prof- 
itable manner. 
Prudential representa- 
tivesmakemoney. They 
have most varied forms 
of policies and advan- 
tageous contracts with 
liberal commissions. 
The attention of young 
men, particularly young 
men starting in business 
is especially sought. 
Write for full informa- 
tion regarding these un- 
usual opportunities. 


THE PRUDENTIAL 


INSURANCE COMPANY OF AMERICA. 


Incorporated as a Stock Company by the State of New Jersey. 


JOHN F. DRYDEN, Home Office, 
President. Newark, N. J. 


TATE Mutuat Life 


RN TERR Il 
...Assurance Company 


Worcester, Mass. 








INCORPORATED 1844. 


Financial Statement, Jan. I, 1905. 





Assets... . $25,457,929.45 
Liabilities . . 22,905,552.00 
SURPLUS. $2,552,377.45 


A. G. BULLOCK, President. 
Hh. M. WITTER, Secretary. 
BURTON H. WRIGHT, Supt. of Agencies. 


he LIFE, ENDOWMENT 
and ANNUITY POLICY 


IssuED ONLY By THe 
PHCENIX MUTUAL LIFE INS. CO. 


OF HARTFORD, CONN. 


Is the Best for the Insurer to Buy or Agents to Sell. 
Covers every contingeney of life. Particulars on appli- 
cation at Home Office. 


AGENTS IN ALL CITIES. 













National Life 


Insurance Company 
OF MONTPELIER, VERMONT. 
Established in 1850. Operating in 44 States. 
JosEru A. DE BorR, President. i 
JAMES T. PHELPS, Vice-Prest. 


JAMES B. EsTrE, 2d Vice-Prest. 
OSMAN D. CLARK. Secretary. 








H. M. CUTLER, Treasurer. 
A. B. BISBEE, Med. Director. 
C, E. MOULTON, Actuary. 
F. A. HOWLAND, Counsel. 





This Company held Januagy I, 1906, and gained 
during the past decade : 


ASSETS, $34,519,093.04 Gain, 184% 
SURPLUS, 3,821,752.51 Gain, 165% 
INSURANCE, 145,480,904.00 Gain, 109% 





Sells the Best and Most Modern in Life, 
Term, Endowment and Annuity In- 
surance. ° » ‘ 











JAMES T. PHELPS & CO., State Agents, 
159 Devonshire St... BOSTON, MASS, 











Some of the cardi- 











CONSERVATIVE oa ome ¥i the UNION 4 
manage- so 
@ | PROGRESSIVE | ment are—to be con- @ 
servative inthe 
= FAITHFUL choice ofinvestments ge 
—to be progressive in 
the prosecution of the business—to be faith- 
ful to the interests of policyholders. & 
Agents of like inclination cordially welcomed 3; 


Union Mutual Life Insurance % 


< 

Company é 

Fo PORTLAND, MAINE. & 

Gf FRED E. RICHARDS, President . 
2 ARTHUR L “BATES, Vice-President. 








2% For Territory address either EDSON D. SCOFI! LD, gh 
#@ Superintendent, 180 Broadway, New York City, THORN- $2 
sie TON CHASE, Superintendent, 84 Adams Street, Chicago, ae 
ae Ills. 
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FIRST MUTUAL 


Chartered in America. 


NEW ENGLAND MUTUAL 


LIFE INSURANCE COMPANY, 
BOSTON, MASS. 











Operates on a full 3 I-2 per cent. Reserve 
under Massachusetts Law, and offers 
the very best possible security, with 

a safe, equitable contract. 





FINANCIAL STATEMENT. 








ASSETS, $38,324,422.73 
LIABILITIES, 34,638,296.48 
SURPLUS, $3,686,126.25 


BENJ. F. STEVENS, President. 
ALFRED D. FOSTER, Vice-President 
D. F. APPEL, Secretary 
WM. B. TURNER, Ass Sec’y 


BERKSHIRE 
LIFE INSURANCE CO. 


OF PITTSFIELD, MASS. 


James W. Hutt, President. 
wv. M. LEE, Actuary. 
THEO. M. ALLEN, Secretary. 
Ros’t H. DAvENPORT, Ass’t. Sec’y. 








This Company, with its more than fifty years of 
successful and honorable practice, its solid finan- 
cial condition, its fair and liberal policies, all sub- 
ject to the Non-Forfeiture Law of Massachusetts, 
commends itself both to policy-holder and agent. 





For circulars and rates address 


EASTERN MASSACHUSETTS AGENCY, 


79 Milk Street, Boston, Mass. 
DYER & FOSS, Managers. 























